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WEDNESDAY, JULY 14, 1954 


Howse or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY. 
Washinato 

The coimmittee met at LO Tih, Ho Jesse PW oleott (chan ili) 
presiding. 

Present: Chairman Wolcott. Messrs. Talle, Kilburn, MeDonough, 
Widnall, Betts, George, McVey, seta Hiestand Spence, Brown. 
Rains, O’Brien, Addonizio, Dollinger, Bolling, Barrett, O'Hara, and 
McCarthy 

The CHAIRMAN. The committee w il] come to order. 

We have before us this morning 4 bills, a Senate bill, S. 3589. and 3 
House bills H. R. 9523, H. R. 9524, and H. R. 9555. 

(The bills referred to are as follow :) 


[S. 3589, 838d Cong ] 


9 
2d sess 


AN ACT To provide for the independent man: vement of the Export-Import Bank of Was! 
ington under a Board of Directors, to pro vide the representation of the Bank on the 
National Advisory “Council on Internati nal Monetar y and Financial Problems, and to 
increase the Bank’s lending authority 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 3 of the Export-Import Bank 

Act of 1945, as amended, is hereby further amended to read as follows: 

“Sec. 3. (a) The Export-Import Bank of Washington shall constitute an inde- 
pendent agency of the United States and neither the Bank nor any of its fun 
tions, powers, or duties shall be transferred to or consolidated with any other 
department, agency, or corporation of the Government unless the Congress shall 
otherwise by law provide. 

(b) There shall be a President of the Export-Import Bank of Washington, 
who shall be appointed by the President of the United States by and with the 
advice and consent of the Senate, who shall receive a salary at the rate of $17,500 
per annum, and who shall serve as chief executive officer of the Bank. There 
shall be a First Vice President of the Bank, who shall be appointed by the Presi 
dent of the United States by and with the advice and consent of the Senate, who 
shall receive a salary at the rate of $16,000 per annum, who shall serve as Presi 
dent of the Bank during the absence or disability of or in the event of a vacancy 
in the office of President of the Bank, and who shall at other times perform such 
functions as the President of the Bank may from time to time prescribe 

“(c) There shall be a Board of Directors of the Bank consisting of the Presi- 
dent of the Export-Import Bank of Washington who shall serve as Chairman, the 
First Vice President who shall serve as Vice Chairman, and three additional 
persons appointed by the President of the United States by and with the advice 
and consent of the Senate. Of the five members of the Board, not more than 
three shall be members of any political party. Each director, other than the 
President of the Export-Import Bank and the Vice President of the Export- 
Import Bank, shall receive a salary at the rate of $15,000 per annum. Before 
entering upon his duties, each of the directors shall take an oath faithfully to 
discharge the duties of his office. Terms of the directors shall be at the pleasure 
of the President of the United States, and the directors, in addition to their duties 
as members of the Board, shall perform such additional duties and may hold 
such other offices in the administration of the Bank as the President of the Bank 
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may from time to time prescribe. A majority of the Board of Directors shall 
constitute a quorum. The Board of Directors shall adopt, and may from time to 
time amend, such bylaws as are necessary for the proper management and fune- 
tioning of the Bank, and shall, in such bylaws, designate the vice presidents and 
other officers of the Bank and prescribe their duties. 

“(d) There shall be an Advisory Committee of nine members, appointed by the 
Board of Directors on the recommendation of the President of the Bank, who 
shall be broadly representative of production, Commerce, finance, agriculture and 
labor, The Advisory Committee shall meet one or more times per year, on the 
call of the President of the Bank, to advise with the Bank on its program. Mem- 
bers of the Advisory Committee shail be paid a per diem allowance of S50 for 
each day spent away from their homes or regular places of business, for the pur 
pose of attendance at meetings of the Committee, and in necessary travel, and 
while so engaged they may be paid actual travel expenses and net to exceed $10 
per diem in lieu of subsistence and other expenses. 

“(e) No director, officer, attorney, agent, or employee of the Bank shall in 
any manner, directly or indirectly, participate in the deliberation upon or the 
determination of any question affecting his personal interests, or the interests 
of any corporation, partnership or association in which he is directly or indirectly 
personally interested.” 

Sec. 2. Section 4 (a) of the Bretton Woods Agreements Act, as amended, is 
hereby further amended by striking out all following “Federal Reserve System,” 
and inserting in lieu thereof “the President of the Export-Import Bank of Wash- 
ington, and during such period as the Foreign Operations Administration shall 
continue to exist, the Director of the Foreign Operations Administration.” 

Sec. 3. The Export-Import Bank Act of 1945, as amended, is hereby further 
amended as follows: 

(a) Section 6 is amended by striking out the words “three and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
“$4. 000,000,000", 

(b) Section 7 is amended by striking out the words “four and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
“$5,000,000,000"". 

Sec. 4. The provisions of this Act for the appointment of a President and a First 
Vice President of the Bank and the members of the Board of Directors shall be 
effective upon its enactment. The remaining provisions of this Act shall become 
effective when the President and First Viee President of the Bank and one other 
member of the Board of Directors initially appointed hereunder enter upon 
office, and shall thereupon supersede Reorganization Plan No. 5 of 1953. 

Passed the Senate July 8 (legislative day, July 2), 1954. 

Attest: J. MARK TRICE, 

Secretary. 


[H. R. 9528, 83d Cong., 2d sess. ] 


A BILL To provide for the independent management of the Export-Import Bank of Wash- 
ington under a Board of Directors, to provide for the representation of the Bank on the 
National Advisory Council on International Monetary and Financial Problems, and to 
increase the Bank's lending authority 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Export-Import Bank 
Act of 1045, as amended, is hereby further amended to read as follows: 

“Sec. 38. (a) The Export-Import Bank of Washington shall constitute an in- 
dependent agency of the United States and neither the Bank nor any of its 
functions, powers, or duties shall be transferred to or consolidated with any 
other department, agency, or corporation of the Government unless the Con- 
gress shall otherwise by law provide. 

“(b) There shall be a President of the Export-Import Bank of Washington, 
who shall be appointed by the President of the United States by and with the 
advice and consent of the Senate, who shall receive a salary at the rate of $17,500 
per annum, and who shall serve as chief executive officer of the Bank. There 
shall be a First Viee President of the Bank, who shall he appointed by the 
President of the United States by and with the advice and consent of the Senate, 
who shall receive a Salary at the rate of $16,000 per annum, who shall serve as 
President of the Bank during the absence or disability of or in the event of 
a vaeancy in the office of President of the Bank, and who shall at other times 
perform such functions as the President of the Bank may from time to time 
prescribe. 
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“(« ) There Shall be a Board of Directors of the Bank consisting of the Presi 
dent of the Export-Import Bank of Washington who shall serve as Chairman, 
the First Vice President who shall serve as Vice Chairman, and three additional 
persons appointed by the President of the United States by and with the advice 
and consent of the Senate. Of the five members of the Board, not more than 
three shall be members of any one political party. Each director, other than 
the President of the Export-Import Bank and the Vice President of the Export 
Import Bank, shall receive a salary at the rate of $15,000 per annum. Before 
entering upon his duties, each of the directors shall take an oath faithfully to 
discharge the duties of his office. Terms of the directors shall be at the pleasure 
of the President of the United States, and the directors, in addition to their 
duties as members of the Board, shall perform such additional duties and may 
hold such other offices in the administration of the Bank as the President of 
the Bank may from time to time prescribe. A majority of the Board of Diree- 
tors shall constitute a quorum. The Board of Directors shall adopt, and may 
from time to time amend, such bylaws as are necessary for the proper manage 
ment and functioning of the Bank, and shall, in such bylaws, designate the vice 
presidents and other officers of the Bank and prescribe their duties. 

“(d) There shall be an Advisory Committee of nine members, appointed by 
the Board of Directors on the recommendation of the President of the Bank, 
who shall be broadly representative of production, commerce, finance, agricul- 
ture and labor. The Advisory Committee shall meet one or more times per 
year, on the call of the President of the Bank, to advise with the Bank on its 
program. Members of the Advisory Committee shall be paid a per diem allow- 
ance of $50 for each day spent away from their homes or regular places of busi- 
ness, for the purpose of attendance at meetings of the Committee, and in neces- 
sary travel, and while so engaged they may be paid actual travel expenses and 
not to exceed $10 per diem in lieu of subsistence and other expenses. 

“(e) No director, officer, attorney, agent, or employee of the Bank shall in 
any manner, directly or indirectly, participate in the deliberation upon or the 
determination of any question affecting his personal interests, or the interests 
of any corporation, partnership or association in which he is directly or in 
directly personally interested.” 

Sec. 2. Section 4 (a) of the Bretton Woods Agreements Act, as amended, is 
hereby further amended by striking out all following “Federal Reserve System,” 
and inserting in lieu thereof “the President of the Export-Import Bank of Wash- 
ington, and during such period as the Foreign Operations Administration shall 
continue to exist, the Director of the Foreign Operations Administration.” 

Sec. 3. The Export-Import Bank Act of 1945, as amended, is hereby further 
amended as follows: 

(a) Section 6 is amended by striking out the words “three and one-half times 
the authorized capital stock of the Bank” and swbstituting therefor the figure 

(b) Section 7 is amended by striking out the words “four and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
“$5,000,000,000”. 

Sec. 4. The provisions of this Act for the appointment of a President ‘and a 
First Vice President of the Bank and the members of the Board of Directors 
shall be effective upon its enactment. The remaining provisions of this Act 
shall become effective when the President and First Vice President of the Bank 
and one other member of the Board of Directors initially appointed hereunder 
enter upon office, and shall thereupon supersede Reorganization Plan No. 5 of 
1958. 


[H. R. 9524, 83d Cong., 2d sess. ] 

A BILL To provide for the independent management of the Export-Import Bank of Wash- 
ington under a Board of Directors, to provide for the representation of the Bank on the 
National Advisory Council on International Monetary and Financial Problems, and to 
increase the Bank's lending authority 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Export-Import Bank Act 
of 1945, as amended, is hereby further amended to read as follows: 

“Sec. 3. (a) The Export-Import Bank of Washington shall constitute an in- 
dependent agency of the United States and neither the Bank nor any of its func- 
tions, powers, or duties shall be transferred to or consolidated with any other 
department, agency, or corporation of the Government unless the Congress shall 
otherwise by law provide. 


INDEPENDENT MANAGEMENT, EXPORT-IMPORT BANK 


“(b) There shall be a President of the Export-Import Bank of Washington, 
who shall be appointed by the President of the United States by and with the 
advice and consent of the Senate, who shall receive a salary at the rate of 
$17,500 per annum, and who shall serve as chief executive officer of the Bank. 
There shall be a First Vice President of the Bank, who shall be appointed by 
the President of the United States by and with the advice and consent of the 
Senate, who shall receive a salary at the rate of $16,000 per annum, who shall 
serve as President of the Bank during the absence or disability of or in the 
event of a vacancy in the office of President of the Bank, and who shall at other 
times perform such functions as the President of the Bank may from time to 
time prescribe. 

“(c) There shall be a Board of Directors of the Bank consisting of the Presi- 
dent of the Export-Import Bank of Washington who shall serve as Chairman, 
the First Vice President who shall serve as Vice Chairman, and three additional 
persons appointed by the President of the United States by and with the advice 
and consent of the Senate. Of the five members of the Board, not more than 
three shall be members of any one political party. Each director, other than 
the President of the Export-Import Bank and the Vice President of the Export- 
Import Bank, shall receive a salary at the rate of $15,000 per annum. Before 
entering upon his duties, each of the directors shall take an oath faithfully 
to discharge the duties of his office. Terms of the directors shall be at the pleas- 
ure of the President of the United States, and the directors, in addition to their 
duties as members of the Board, shall perform such additional duties and may 
hold such other offices in the administration of the Bank as the President of the 
Bank may from time to time prescribe. A majority of the Board of Directors 
shall constitute a quorum. The Board of Directors shall adopt, and may from 
time to time amend, such bylaws as are necessary for the proper management 
and functioning of the Bank, and shall, in such bylaws, designate the vice presi- 
dents and other officers of the Bank and prescribe their duties. 

“(d) There shall be an Advisory Committee of nine members, appointed by 
the Board of Directors on the recommendation of the President of the Bank, 
who shall be broadly representative of production, commerce, finance, agricul- 
ture and labor. The Advisory Committee shall meet one or more times per year, 
on the call of the President of the Bank, to advise with the Bank on its pro- 
gram. Members of the Advisory Committee shall be paid a per diem allowance 
of $50 for each day spent away from their homes or regular places of business, 
for the purpose of attendance at meetings of the Committee, and in necessary 
travel, and while so engaged they may be paid actual travel expenses and not to 
exceed $10 per diem in lieu of subsistence and other expenses, 

“(e) No director, officer, attorney, agent, or employee of the Bank shall in 
any manner, directly or indigectly, participate in the deliberation upon or the 
determination of any question affecting his personal interests, or the interests 
of any corporation, partnership or association in which he is directly or in- 
directly personally interested.” 

Sec. 2. Section 4 (a) of the Bretton Woods Agreements Act, as amended, is 
hereby further amended by striking out all following “Federal Reserve System,” 
and inserting in lieu thereof “the President of the Export-Import Bank of Wash- 
ington, and during such period as the Foreign Operations Administration shall 
continue to exist, the Director of the Foreign Operations Administration.” 

Sec. 3. The Export-Import Bank Act of 1945, as amended, is hereby further 
amended as follows: 

(a) Section 6 is amended by striking out the words “three and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 
“$4 000,000,000", 

(b) Section 7 is amended by striking out the words “four and one-half times 
the authorized capital stock of the Bank” and substituting therefor the figure 

Sec. 4. The provisions of this Act for the appointment of a President and a 
First Vice President of the Bank and the members of the Board of Directors 
shall be effective upon its enactment. The remaining provisions of this Act shall 
hecome effective when the President and First Vice President of the Bank and 
one other member of the Board of Directors initially appointed hereunder enter 
upon office and shall thereupon supersede Reorganization Plan No. 5 of 1953. 
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[H. R. 9555, 83d Cong., 2d sess.] 


A BILL To amend the Export-Import Bank Act of 1945 and the Bretton Woods Agree 
meuts Act, so us to provide for represe! 1 of the Export-Import Bank of Washington 
on the National Advisory Council on lk lational Monetary id Financial Problems, 


and to increase the Bank’s lending aut! ority 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assmbled, That section 3 of the Export-Import Bank Act 
of 1945, as amended (12 U.S. C., sec. 635 a), is amended to read as follows: 

“Sec. 3. (a) The Export-Import Bank of Washington shall constitute an in- 
dependent agency of the United States and neither the Bank nor any of its funec- 
tions, powers, or duties shall be transferred to or consolidated with any other 
department, agency, or corporation of the Government unless the Congress shall 
otherwise by law provide. 

“(b) There shall be a President of the Export-Import Bank of Washington, 
who shall be appointed by the President of the United States by and with the 
advice and consent of the Senate, who shall receive a salary at the rate of $17,500 
per annum, and who shall serve as chief executive officer of the Bank. There 
shall be a First Vice President of the Bank, who shall be appointed by the Presi- 
dent of the United States by and with the advice and consent of the Senate, who 
Shall receive a salary at the rate of $16,000 per annum, who shall serve as Presi- 
dent of the Bank during the ubsence or disability of or in the event of a vacancy 
in the office of President of the Bank, and who shall at other times perform such 
functions as the President of the Bank may from time to time prescribe. 

“(c) There shall be a Board of Directors of the Bank consisting of the Presi- 
dent of the Export-Import Bank of Washington who shall serve as Chairman, 
the First Vice President who shall serve as Vice Chairman. and three addi- 
tional persons appointed by the President of the United States by and with the 
advice and consent of the Senate. Of the five members of the Board, not more 
than three shall be members of any one political party. Each director, other than 
the President of the Export-Import Bank and the Vice President of the Export- 
Import Bank, shall receive a salary at the rate of $15,000 per annum. Before 
entering upon his duties, each of the directors shall take an oath faithfully to 
discharge the duties of his office. Terms of the dire¢ tors shall be at the pleasure 
of the President of the United States, and the directors, in addition to their 
duties as members of the Board, shall perform such additional duties and may 
hold such other offices in the administration of the Bank as the President of the 
Bank may from time to time prescribe. A majority of the Board of Directors 
shall constitute a quorum. The Board of Directors shall adopt, and may from 
time to time amend, such bylaws as are necessary for the proper management 
and functioning of the Bank, and shall, in such bylaws, designate the vice presi- 
dents and other officers of the Bank and prescribe their duties 

“(d) There shall be an Advisory Committee of nine members, appointed by 
the Board of Directors on the recommendation of the President of the Bank, 
who shall be broadly representative of production, commerce. finance, agricul 
ture and labor. The Advisory Committee shall meet one or more times in each 
year, on the call of the President of the Bank, to advise with the Bank on its 
program. Members of the Advisory Committee shall be paid a per diem allow 
ance of S50 for each day spent away from their homes or regular places of 
business, for the purpose of attendance at meetings of the Committee, and in 
necessary travel, and while so engaged they may be paid actual travel expenses 
and not to exceed $10 per diem in lieu of subsistence and other expenses 

“(e) No director, officer, attorney, agent, or employee of the Bank shall in 
any manner, directly or indirectly, participate in the deliberation upon or the 
determination of any question affecting his personal interests, or the interests 
of any corporation, partnership or association in which he is directly or in- 
directly personally interested.” 

Sec. 2. Section 4 (a) of the Bretton Woods Agreements Act, as amended (22 
U.S. C., see. 286b), is amended by striking out all following “Federal Reserve 
System,” and inserting in lieu thereof “the President of the Export-Import Bank 
of Washington, and during such period as the Foreign Operations Administra- 
tion shall continue to exist, the Director of the Foreign Operations Administra- 
tion.” 

Sec. 8. The Export-Import Bank Act of 1945, as amended (12 U. S. C. chapter 
6A). is amended as follows: 
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(a) Section 6 is amended by striking out the words “three 


the authorized capital stock of the Bank” and substituting 


and one-half times 
therefor the figure 


(b) Section 7 is amended by striking out the words “four and one-half times 


the authorized capital stock of the Bank” and substituting therefor the figure 
$5,000,000,000", 

Sec. 4. The amendments made by this Act which provide for the appointment 
of a President and a First Vice President of the Export-Import Bank of Wash- 
ington and the members of the Board of Directors thereof shall take effect upon 
the date of the enactment of this Act. The other amendments made by this 
Act shall become effective when the President and First Vice President of the 
sunk and one other member of the Board of Directors, initially appointed pur- 
suant to amendments made by this Act, enter upon office, and shall thereupon 
supersede Reorganization Plan No. 5 of 1953. 


The Cuairman. The bills are identical, the Senate bill introduced 
by Senator Capehart, and three House bills introduced by myself, Mr. 
Spence, and Mr. Brown. 

The bills are to provide for the independent management of the x- 
port-Import Bank of Washington, and for other purposes. 

We have with us this morning Major General Edgerton, the Man- 
aging Director of the Export-Import Bank, Mr. Stambaugh, Deputy 
Director of the bank, Mr, Arey, Assistant Director, and Mr. Anderson, 
Acting Secretary and Assistant Treasurer. 

I understand Major General Edgerton has a statement. 

Without objection, General, you may proceed with your statement. 

Before the general proceeds, I have a press statement issued by the 
President on the subject, released June 10, I believe. Without objec- 
tion, it may be inserted in the record at this point. 

(The press statement referred to above is as follows :) 


THe Write House, 
June 10, 1954. 
STATEMENT BY THE PRESIDENT 


President Eisenhower met at noon today with Senators Homer EF. Capehart and 
Burnet R. Maybank, of the Senate Committee on Banking and Currency ; Repre- 
sentatives Jesse P. Wolcott and Brent Spence, of the House Committee on Bank- 
ing and Currency: Secretary of the Treasury George M. Humphrey; Deputy to 
the Secretary of Treasury W. Randolph Burgess; Assistant Secretary of State 
Thruston Morton; Gen. Glen KE. Edgerton, Managing Director of the Export- 
Import Bank. 

At the meeting, agreement was reached on several changes in the organiza- 
tion of the Export-Import Bank which will be embodied in bills to be introduced 
by Senators Capehart and Maybank in the Senate and by Representatives Wol- 
cott and Spence in the House. 

The changes are the result of a year’s experience and study, including visits to 
Latin American countries by members of the Senate Banking and Currency Com- 
mittee and a mission headed by Dr. Milton Fisenhower. 

The Banking and Currency Committee of the Senate has also had the benefit 
of consideration of these problems by an advisory committee of businessmen 
and financial representatives. 

The proposed legislation would increase the lending authority of the bank bv 
$500 million and strengthen the organization of the institution by creating a bi- 
partisan board of directors of five members to be appointed by the President sub- 
ject to Senate confirmation. The Chairman of the Board would be the President 
of the bank, who would serve as the chief executive officer. 

These proposed changes are designed to further the basic objectives of the 
bank, which are to aid in financing and to facilitate the export and import trade 
of the United States. Such assistance is particularly important to American ex- 
porters under current conditions in world markets. 

The National Advisory Council on International Monetary and Financial 
Problems will continue to coordinate the foreign financial operations of the Ex- 
port-Import Bank with those of other agencies of the Government. The Presi- 

dent of the bank will become a member of the NAC. 
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The Cuairman. Proceed, General Edgerton. 


STATEMENT OF MAJ. GEN. GLEN E. EDGERTON, MANAGING 
DIRECTOR OF THE EXPORT-IMPORT BANK OF WASHINGTON, 
ACCOMPANIED BY LYNN U. STAMBAUGH, DEPUTY DIRECTOR; 
HAWTHORNE AREY, ASSISTANT DIRECTOR; AND ARTHUR M. 
ANDERSON, ACTING SECRETARY AND ASSISTANT TREASURER 


General Evcerron. Mr. Chairman, it is « privilege to appear before 
this committee and I especially appreciate the yaaa to present 
briefly my views on Hovse bill No. 9523 and similar bills affeeting 
the E xport- Import Bank, 

The | legish: ition propose “lis well designed to promote the effectiveness 
of the bank in carrying out its mission as set forth in the Export- 
Import Bank Act of 1945. The present bill does not change that mis 
sion, but rather emphasizes its Importance to the United States and 
other friendly nations of the world in the conditions that prevail 
today and seem likely to persist in varving degree for a considerable 
time in the future. While the objectives were formally prescribed 
in the Export-Import Bank Act of 1945, as just stated, they have 
nevertheless been substantially the same since the bank was organized 
20 years ago. I believe that the record shows that the resources avail- 
able to the bank have been applied throughout its existence with com- 
mendable judgment and efficiency to serve objectives which were 
established early, and which are to be continued unchanged under 
the provisions of this bill. 

Since its beginning, in 1934, to June 30, 1954, the bank has author- 
ized from its own resources loans or credits in 56 countries to a total 
amount, using very round figures, of $6,500 million. Not all of the 
loans authorized have been disbursed in their entire ty and a few have 
not been disbursed at all, so that approximately 1,200 million has been 
eance ‘led. 

About $1,900 million has been repaid: outstanding loans amount to 
$2,800 million: authorized loans not vet disbursed amount of $500 
million; and $100 million has been allocated to war-risk insurance. 
The outstanding loans extend over 47 countries. Although profit is 
not one of its objectives, the operations of the bank have been suf 
ficiently conservative to yield a small profit in each year of the bank’s 
existence. The total net profit to June 30, 1954, amounts to 5436 
million, of which $106 million has been paid in dividends. 

In the 20 years of the bank’s existence, the conditions affecting the 
foreign trade have changed from a buyer's market to a seller’s market ; 
have reversed themselves in considerable measure at least twice: have 
felt the impact of one world war and the ensuing readjustments, and 
of another war of more localized character, but of far-reaching con- 
sequence; and have recently been influenced by the cessation of hos- 
tilities and readjustments to more normal economic conditions which 
are now under way, but as vet far from complete. 

These two decades have seen the collapse of international credit: 
the almost complete cessation of international trade in many parts 
of the world; the application of the controls of currencies, prices, 
imports and exports in most countries: and many other impediments 
to commercial intercourse between the nations of the civilized world. 
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Most of these changes have occurred rapidly and have had far- 
reaching economic consequences of very undesirable kinds. The Ex- 
port-Import Bank adjusted its policies and practices with creditable 
flexibility to meet those changes and it will be important to do so as 
other changes, either similar or dissimilar to those that have occurred 
in the past, take place in the future. 

The bill under consideration is designed to maintain that flexibility, 
to increase the resources available, and to make the bank in the future 
a still more useful and effective instrument of governmental domestic 
and foreign economie policy. 

The bill is intended to apply the experience of the pasi, together with 
reasonable appraisals of the future, so as to make the improvements 
in the organization and operation of the bank that have been indicated 
as desirable. Taking the provisions of the bill in order: 

(1) The status of the bank as an independent agency is reaffirmed. 

(2) ‘The chief executive oflicer of the bank and the officer who 
would replace him in the event of absence or disability are to be ap- 
pointed as such by the President of the United States and confirmed 
by the Senate. 

(3) A full-time Board of Directors is established to pass collectively 
upon proposed loans and other important matters that are essentiaily 
matters of judgment, and also to participate individually and directly 
in the management and functioning of the bank. 

(4) An advisory committee of a broadly representative character 
to consult with the bank on its programs is prescribed. 

(5) The president of the bank is to be a member of the National 
Advisory Council on International Monetary and Financial Problems 
which coordinates the activities of governmental agencies in the field 
of international finance. 

(6) The lending authority of the bank and its authority to borrow 
from the Treasury are increased by $500 million. 

The merits of the several changes proposed are generally obvious, 
and passage of the bill will enable the bank to meet, more effectively 
than it could otherwise, many important needs of the export-import 
trade of the United States and of nations with whom we trade. 

That completes my prepared statement, Mr. Chairman. 

The Cuamman. We have a staff memo, which perhaps should go 
into the record at this point with respect to the history of the Export- 
Import Bank. 


(The staff memo is as follows :) 


Housk OF REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, July 2, 1954. 

Memorandum to: Hon. Jesse P. Wolcott, 
From: William J. Hallahan. 
Subject : The Export-Import Bank of Washington. 

The Export-Import Bank of Washington was organized February 12, 1934, as 
a District of Columbia banking corporation under Executive Order No. 6581, 
February 2, 1984, issued under authority of the National Industrial Recovery 
Act. It was continued as an agency of the United States by the act of January 
31, 1985 (49 Stat. 4) and subsequent acts of Congress. It was rechartered under 
a Federal charter by Public Law 89, approved June 9, 1947, which was enacted 
as a result of the Government Corporation Control Act which provided that any 
Government-owned corporation chartered under the laws of any State or the 
District of Columbia would be liquidated on June 30, 1948, unless prior to that 
time it was rechartered under a Federal charter by act of Congress. The bank 
is still named, by statute, the Export-Import Bank of Washington. Its present 
termination date is June 30, 1958, 
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The Second Export-Import Bank of Washin il i| 
Order No. 6638, March 9, 1954. It was continued by the act of J: ary $1. 155 
as an agency of the United States. Its commitinents were transfered to the 
Export-Import Bank of Washington and it was abolished by Executive On 
No. 7365, May 7, 1936. 

The Mr, Spence. 


Mr. Svence. General Edgerton, I would like to know someth 


with regard to the relations between tne Export-lnport Bank at 
the International Bank for Recous wid Vevelopmelht. 
L have understood that the Nati il UAcivis Vy Council has issued a 
policy statement to the etfect that the Export-Lmiport Bat ould 
w general way, confine its loans to short conunercial, 
commodity loans, and that the long-term loans for reconst. 
development should go to the International Bank for Reconst 
and Development. Do \ anvil that?’ Is that tru 
Greneral EDGERTON. Noy sir, that Is hot Very close ly true. 
Actually, there is a rather stutement designed 
and maintain desirable coordination between the two banks, 
provides, in effect cannot quote e language precist ly ! 
member countries of the International Bank, the latter will generally 


be the bank of first recourse in respect to loans to the Government for 
governmental development purposes, and that the lexport i] | 
Bank, however, will make lonns of that kind where there are sp tl 
reasons of importance to the United States for it to do so. 


As a matter of practice, we maintain coordination. [ diseuss wit! 
oflicials of the International Bank them lending prograni a 


and we try to see that there is no conflict between the two. Both bai 

have the same general objectives so far as the borrowing countries at 

concerned, They differ in that the International Bank has no par 7 
ticular mandate to aid or facilitate exports or Imports of the United . 
States. It does have, however, a desire to perform similar fu 

to ours in respect to the borrowing countries who are members 


Mr. Spence. Your authority, under your charter, does overlap their F 
authority, and you could go into the same field, practically, that they ’ 
are in; is that not true / 

General Encrerron. That is right, as far as the charter is concerned 2 


we have a broader authority than they have, because we have no limita 


tion as to country. It does not have to be a member of the Interna 
tional Bank. We have no limitation with respect to the borrowing 
entitv. It may bea government, a subdivision of a government, a con 

mercial corporation enterprise, or an individual, 

Mr. Spence. If you were contined to that character of lo: 
trial loans, commercial loans, loans on commodities. and were pre 
cluded from going into the field of loans for reconstruction and de 
velopment, it would certainly curtail your functions a great deal a 
they have existed in the past ; is that not true 

General Encerton. If we were restricted it would curtail our t 
tions greatly, of course. 

Mr. Spence. And I have seen your loans in Europe, and I have s 


cll 
the loans which vou have made in South America, and I think one of 


in 


the ereatest services vou lave rel dered has been loans for reconsti 
tion, to reestablish abroad the industries that were destroyed during 
war, and for development. I have seen many of them rise on the ruins 
of the old industries that are now going at full capacity and ave ca 


ing out the fundamental purposes for which the Export-Import Bank 


ve 
e 
| 
| 
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was created, and I would not like to see you deprived entirely of that 
authority. 

General Epcerron. No, sir, I do not think we should be. 

Mr. Srence. Well, the United States Government cannot, with any 
assurance, make the policy for the International Bank for Reconstrue- 
tion and Development: can it 4 

General EpGerron. No, as far as that bank is concerned, all the 
United States can do is to have its member on the Board of Governors 
exercise such influence as he can in any direction that is deemed wise 
and desirable. 

Mr. Spence. But as a matter of fact, it would be impossible for the 
United States Government to be sure that they could establish any 
policy for the International Bank of Reconstruction and Development. 
There are 56 nations which sit around the table and discuss matters 
pertaining to that bank, and unless we have a great deal more influence 
in that character of institution now than we have had in the past, I do 
not believe we could say what the policy of that institution would be. 

I understand that Mr. Burgess, for whom I have great respect—he 
isa very able man—said that the authority of the Board of Directors, 
under this act, will be purely administrative. 

What do vou understand by that? How far do your powers go? 

General Eperrron. Well, T would not like to interpret somebody 
else’s language. I take it the word “administrative” was used in a 
pretty broad sense, meaning the duties that cover the administration 
of an agency, rather than merely in a limited sense. 

Actually, the bill, of course, speaks for itself. It provides that the 
Board shall decide on the reasonableness of the loans that they carry 
over from the other act. That provision of the act is not amended in 
any way, and the present bill provides that the members of the board 
shall establish the bylaws and amend them from time to time as re- 
quired for the management of the bank. It does emphasize the execu- 
tive status of the President, but there is nothing in the bill or the act 
as it was before which relegates the board to a solely administrative 
position in the narrow sense of the word. 

It does provide, however, that the full-time members of the Board 
shall be subject to assignments to duties in the bank individually, 
either as its officers or in any other capacity, so that the members of 
the Board serving under the provisions of this bill would perform, 
perhaps. somewhat different duties—additional duties—to those pre- 
scribed for the members of the old Board. 

Mr. Spence. Well, of course, the President would have a great 
authority over the Board because he can appoint them and discharge 
them. Ihave no objection to that. 

But in the ordinary, everyday management of the affairs of the 
corporation, the Board would have the ordinary authority of the 
Board of Directors in the ordinary corporation: is that your idea of 
it? 

General Eperrron. Yes, sir; that is my conception of it, but not as 
under the previous act, which indicated that the Board would be the 
actual administrative agency. Iam using the word “administrative” 
now in somewhat a different sense. 

Mr. Srence. Of course, I think the State Department would have 
a right to exercise its authority, if you were going to lend behind the 
[ron Curtain, but I do not think you would have occasion to do that. 
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General Epcerron. I do not believe that a well-selected board would 
be disposed to do that. 

Mr. Spence. No. Thatisall, Mr. Chairman. 

Mr. Mr. Chairman. 

The CHarrmMan. Doctor Talle. 

Mr. Tate. General Edgerton, I should like to look back to 1944 
and 1945, when this committee did the hard work involved in estab- 
lishing the International Bank for Reconstruction and Development. 
The present chairman, and the chairman of the committee at that time, 
were at the Bretton Woods Conferences in 1944. 

Then in 1945 we conducted very extensive hearings and heard the 
best minds we could find on the subject, and established the bank. 

Now it is true, is it not, that United States has by far the largest 
share of the capital of that bank? 

General Epcgrerton. Yes, sir; that is true. 

Mr. Tatie. And the purpose of the bank was in a sense to bind up 
the wounds that were left by World War IT destruction ? 

General Epvcrrron. I think so. 

Mr. Tate. Now what is the line of demarcation between the func- 
tions of the International Bank and the principal function of the Ex- 
port-Import Bank ? 

General Epgerton. Well, a line is not completely and irrevocably 
defined, of course, on account of the broad objectives and the flexibility 
of the operations of the Export-Import Bank in accordance with its 
charter. 

But it is obvious that the International Bank for Reconstruction 
and Development was set up primarily to aid its member govern- 
ments in the reconstruction and development of their countries, and 
that therefore it has a very important part to play in lending money 
to its member governments for worthy development projects of a kind 
that are appropriate for governmental supervision, direction, and 
participation. 

The only practical need is for a good degree of coordination to be 
maintained so that neither bank unduly encroaches on areas that can 
best be entered and filled by the other bank. 

Mr. Tatie. But is the setup of each bank such that if some foreign 
country wants to borrow money, it can shop around, go to the Inter- 
national Bank, find out what kind of deal it can make, and then go to 
the Export-Import Bank and find out what kind of deal it can make, 
and take the better deal? Are the functions so overlapping that a 
borrower can do that 4 

General Epncerton. Well, I think it is impossible to prevent in- 
quiries being made at both banks, but as a rule it is pretty clear where 
the best place to prosecute an application for a loan is, and we direct 
the applicant accordingly. eos 

It is conceivable, however, that there may be cases well within the 
purview of the International Bank that for good reasons applicable 
to its business, it is not prepared to make, but which, in the interests 
of the United States, and under the objectives of the Export-Import 
Rank. are such as to warrant that bank giving favorable consideration 
to the application. 

The Cuatrman. Will vou yield? 

Mr. I yield. 
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~The Cramman. The suggestion may be made that the National Ad 
visory Council is set up to prevent such competition as may be implied 
by Dr. Talle’s question. 

General Epcerron. That is correct. If intervention is necessary to 
avoid undue conflict, it should be taken. 

Mr. Tarte. Now I turn to my next question: It is true, is it not, that 
when, the Export-Import Bank was established, the principal aim was 
the encouragement of an active, healthy foreign trade and that the 

financing to promote that trade would be undertaken by our own 
country through the Export-Import Bank 

General Epcerton. I think that is true; ves, sir. 

Mr. Tarte. Have you continuously had sufficient loanable funds to 
promote that trade in the degree that the bank has thought w ise ¢ 

General Epcrrron. Well, I speak only from my time, which is 
somewhat short. but we have not had a shortage of funds since I have 
been with the bank and since sometime before. There has always been 
a balance available that we could use. , 

Perhaps in the earlier days that may not have been true; T do not 
recall. But it isa fact. of course, that the bank should have, in normal 
times. a substantial backlog—a reserve, so to speak—against extraor- 
dinary emergencies which seem to occur rather frequently. 

The bank has never determined just what that amount should be. 
but in m\ own view il would be somewhere in the neighborhood ol 
three or four or maybe five hundreds of millions of dollars. 

An ample lending authority is desirable to permit the bank to op- 
erate in its field without too close a watch on the lending authority 
limit. 

Mr. Tauie. You feel, do you, General, that you have sufficient loan 
able funds at the present time / 

General Engerrron. For the present we have. We have a billion 
dollars uncommitted, which is being committed at a reasonable rate. 
We have not encroached on it ata rapid rate. 

But we are facing changing times now. The circumstances which 
have prevailed in the last few years are quite different from those that 
are in existence now and which are likely to develop still further. 

I refer particularly to the importance of export business in the 
budgets of many of our suppliers. During the war years export busi- 
ness was not of very great importance to them. It is becoming of 
much greater Importance now. 

Mr. Tauce. I can foresee a situation like this, that the Export- 
Import Bank might put its loanable funds into purposes that should 
really be served by the International Bank, and the Export-Import 
Bank might find itself short because it had entered into a field that 
could equally well have been served by the International Bank. 

Is there any substance to that, or is it something that you do not 
fear 

General Eparrton. No, it is something that I do not fear. The 
judgement of the Board are likely to be pretty sound, and further, 
there is the coordinating authority of the National Advisory Council, 
so I do not apprehend that there is any likelihood that difliculty on that 
score will be encountered. 

Mr. Tarte. Now, may I state to you what some businessmen say to 
me —and they have said it over a period of time, and they are reputable 
businessmen: They do not say it in ill temper. They are quite calm 
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about it, but they do say that they would like to have the Export-Im- 
port Bank watch out for trade more than the bank has done, and they 
believe that some things which have been done by the Export-Import 
Bank might better have been done by the International Bank, and they 
feel that in the foreign market they are at a disadvantage because in 
foreign countries, business people get assistance from their govern 
ments, Which businessmen in our country do not get through banking 
facilities here—Export-Import Bank particularly. I am merely re- 
porting what has been said to me, and I would like your comments, 

General Encgerron. I would say that I think their reports are gen- 
erally correct. The Export-Import Bank’s loans are for the procure 
ment of United States supplies, or alternatively for the stimulation 
of imports to the United States. They are so-called “tied” loans. 
Ordinarily a loan by the Export-Import Bank requires the expendi- 
ture of the amount loaned for United States services and supplies. 

The International Bank, of course, has no such requirement in its 
loans. It probably favors the procurement in the cheapest market. It 
has no particular interest in one member nation over any other. 

The actual participation by the Export-Import Bank in export loans 
is influenced by what I just said. The exporters, until recently have 
not been under heavy pressure to sell abroad. The pressure has been 
on the part of foreign borrowers to borrow money with which they 
could buy supplies in the United States, but they not infrequently 
found difficulty in getting them even though they had the money. 

The situation is changing in that respect, and one of the compli- 
ments that I paid the bank on its record in my prepared statement 
was that it has been very flexible. In the past it has adjusted itself 
quite well to changed conditions, and I hope that it will adjust itself 
with equal facility to these new conditions that we are encountering. 

Indeed, it is studying them carefully, and it desires to promote the 
export-import tr: ade just as effectively as it can. 

Mr. Tauxe. It is only fair to say that the International Bank has 
also done pretty well. 

General Epcerron. Very well, indeed. 

Mr. Tauur. It has made a profit in every year of its existence, except 
that first one, and of course, no one can expect to make a profit the 
first year. You have to get started. 

General Encerron. That is right. 

Mr. Tatue. So I do not regret voting for it. But I feel closer to the 
Export-Import Bank because that is an institution over which we 
have full control. 

General Epcerton. That is right. 

Mr. Tauie. And if both cannot flourish as much as everybody 
would like, I would not want to see any decline in the success of the 
Export-Import Bank. 

And of course I would like to have the people of the United States 
served well by this bank. 

Thank you, Mr. Chairman. 

Mr. Brown. If this bill is approved, who will be the members of the 
National Advisory Council ? 

General Engerton. The members of the National Advisory Council 
are the Secretary of the Treasury, Secretary of State, Secretary of 
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Commerce, Governor of the Federal Reserve Board, Foreign Opera- 
tions Administrator, and the President of the Export-Import Bank 
will be added if the bill is passed. 

Mr. Brown. What is the function of this committee ? 

General Epcerron. It is to coordinate, you might say briefly, the 
international financial operations of the country. 

Mr. Brown. That would be advisable, would it not? 

General Epgerron. Very advisable and necessary. 

Mr. Brown. I want to congratulate you upon the operation of this 
bank over the years, General. Iam glad to see one ageney which has 
made a profit every year. 

Thank you, Mr. Chairman. 

The Cuatrman. May I at this time, for the benefit of the commit- 
tee, read the purposes of the bank. Section 2 is not amended in any 
respect by the proposed legislation, as I understand it. 

(reneral Epcerron. That is right. 

The Cuatrman. It reads: 


There is hereby created a corporation with the name Export-Import Bank 
of Washington, which shall be an agency of the United States of America. The 
objects and purposes of the bank shall be to aid in financing and to facilitate 
exports and imports and the exchange of commodities between the United States 
or any of its Territories or insular possessions and any foreign country or the 
agencies or nationals thereof. In connection with and in furtherance of its 
objects and purposes, the bank is authorized and empowered to do a general 
banking business except that of circulation; to receive deposits; to purchase, 
discount, rediscount, sell, and negotiate, with or without its endorsement or 
guaranty, and to guarantee notes, drafts, checks, bills of exchange, acceptances, 
including bankers’ acceptances, cable transfers, and other evidences of indebt- 
edness; to purchase, sell, and guarantee securities but not to purchase with its 
funds any stock in any other corporation except that it may acquire any such 
stock through the enforcement of any lien or pledge or otherwise to satisfy a 
previously contracted indebtedness to it; to accept bills and drafts drawn upon 
it; to issue letters of credit; to purchase and sell coin, bullion, and exchange; 
to borrow and to lend money; to perform any act herein authorized in partici- 
pation with any other person, including any individual, partnership, corpora- 
tion, or association; to adopt, alter, and use a corporate seal, which shall be 
judicially noticed ; to sue and to be sued; to complain and to defend in any court 
of competent jurisdiction; and the enumeration of the foregoing powers shall 
not be deemed to exclude other powers necessary to the achievement of the ob- 
jects and purposes of the bank. 


There is one saving grace here, subsection (b) of section 2, which 
reads as follws: 

It is the policy of the Congress that the bank in the exercise of its functions 
should supplement and encourage and not compete with private capital, and 
that loans, so far as possible consistently with carrying out the purposes of 
subsection (a), shall generally be for specific purposes, and, in the judgment 
of the Board of Directors, offer reasonable assurance of repayment. 

I want to call the attention of the committee to the fact that this com- 
mittee gets jurisdiction over the Export-Import Bank only because the 
bank was authorized to do a general banking business, and I would 
committee gets jurisdiction over the Export-Import Bank only be- 
cause the bank was authorized to do a general banking business, and 
I would hate to see any change made in that authorization. 

Mr. McDonoven. Mr. Chairman. 

The Cuamman. Mr. McDonough. 

Mr. McDonoven. General Edgerton, I notice in the history of 
operations of the Export-Import Bank, which you have given to 
us, that there is a short paragraph outlining, under the title of 
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“Political Loans,” that there have been loans advanced to certain 
foreign countries for political reasons, and there is also the state- 
ment that there is considerable precaution used, and consideration 
given, to denying loans to certain countries for political reasons. 

Could you tell me, how much does the average loan which you ad- 
vahce to foreign countries, how much is it influenced by the State De- 
partment or the executive departments ¢ 

General EpcGerron. Most loans are not influenced very largely by 
the State Department, except that I think it is safe to say that we 
probably would not make any Joan which the State Department 
thought was undesirable from the point of view of general United 
States policy. 

There are many loans that it would like to see made, if they fulfill 
the other requirements of the act, and meet with the approval of the 
Board. In such cases the State Department often urges that as favor- 
able consideration as possible be given to loans that are of special im- 
portance to it. 

Obviously, no authority could secure favorable action by the bank 
on a loan which in the judgment of the Board did not comply with 
the law. 

So that the attitude of the State Department and the interests of the 
United States generally are among the imporant factors that influence 
the action of the bank. 

Mr. McDonovueéu. I notice also in the summary of loans that have 
already been approved, over a long period of years, from the be 
ginning, as a matter of fact, that there are a number of loans that were 
made to China. Now that Government has changed over the years. 

General That is right. 

Mr. McDonoven. In other words, there are probably some balances 
due on some of these loans that I presume the present Government of 
China is paying tothe Export-Import Bank: is that true / 

General Encerron. The Chinese loan now amounts to about $32.5 
million, of which $4.4 million is in default. Delinquent interest totals 
$4.7 million, which is not included in our earnings. These loans are 
not written off, because the obligation is fully recognized by the debtor 
which pays on them when it can, and depending upon the future of 
the Nationalist Government the loan will be paid 

Mr. McDonoven. Well, the Republic of China was obligated under 
the loan at the time it was granted. Was the responsibility for pay- 
ment of the loan assumed by the Red government when it took over 
China? 

General No. 

Mr. McDvuxouen. It is still a Nationalist obligation. 

General Epcgrrron. Yes. 

Mr. McDonoveu. Even if the improvement is on the continent. 

General Enererron. Yes. 

Mr. McDonoveu. Red China is now enjoying the benefits of the loan 
and the Nationalist Government is repaying it. 

General Epcerton. I am sorry to say I do not recall the exact pur- 
pose to which the loans were applied. The Nationalist Government 
has some benefits under these loans. They included some ship 
purchases. 

Mr. McDonoven. Mining equipment and material, and an electric 
power steam plant, railroad-repair material, and coal-mining material. 
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General Epcrrron. Possibly Mr. Arey could give a better reply to 
that question. 

Mr. McDonoven. The point Iam making is the loans were granted 
for the improvement of Nationalist China at the time Chiang Kai- 
shek had control of the government, and it is now taken over by Red 
China. 

General Epgerton. No, it is not taken over by Red China. 

Mr. McDonoven. I mean the continent is taken over by Red China, 
and the benefit that the loan is to the people of China 1s to the Red 
Government but the Nationalist Government is responsible for the re- 
payment of the balance, is that true ? 

General Eperrron. I think that is true. IT am not sure just how 
much of the benefits of this remaining loan were received on the main- 
land, and how much by the Nationalist Government in Formosa. 

Mr. McDonoven. If Red China came along and asked for a loan 
from the Export-Import Bank, what would be the situation ¢ 

General Engerron, Well, in the first place, it is very improbable, 
and it is equally improbable that the loan would be one that the bank 
would approve. 

Mr. McCarriry. You would not make a loan to a government which 
is not recognized ? 

General Epcerron. No. 

Mr. McCarriy. I think that is a clear answer. 

Mr. McDonoven. A government that we do not recognize. 

Mr. McCarry. That is true. 

Mr. McDonovau. The same thing is true in Czechoslovakia over @ 
period of time. A total of $22 million was advanced to Czechoslovakia, 
mostly for commodities, however, and it is probably all paid back by 
now, or do you know ¢ 

General Epncerton. Yes, I think that is all repaid. Yes, that is 
true. 

Mr. McDonoven. You also operate supplemental to the other finan- 
cial institutions that are interested in financing foreign trade. The 
Export-Import Bank operates as a supplement to but not a competitor 
of, such financial institutions ? 

General Epgerton. That is right, commercial banks and so on. 

Mr. McDonoven. Are you familiar with, or do you keep in touch 
with, other financial institutions that are financing foreign trade? 

General Encrerton. Yes, sir, 

Mr. McDonovan. Where loans are made that you are not directly 
concerned with ¢ 

General Epcerrron. Yes, sir, we keep in general touch with them. 

Mr. McDonovucnu. And if there is a financial institution that is 
financing foreign trade, and it is not to the interests of the United 
States Government, do you have any authority or interest in stopping 
such a loan or do you exercise any function of that kind? 

General Epcrrron. No, sir, we do not exercise any function of that 
kind. 

Mr. McDonoveu. That is all, Mr. Chairman. 

Mr. Mr. Chairman, 
The Cratrman. Mr. Bolling. 

Mr. Boturne. I notice on page 3 of the Senate report, it says— 
when enacted into law and after the effective date, the provisions of the bill 
supersede Reorganization Plan No. 5 of 1953. 
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I had the thought that this legislation had the etfect of completing 
a circle in largely arriving back where we started sometime last year, 
prior to the passage of Reorganization Plan No. 5. 

In what substantial way will the status of the Export-Import Bank 
differ, after this bill is passed, and has become effective, from its 
status prioy to the passage of Reorganization Plan No. 54 

General Kpgerron. Well, I would say your first statement is along 
the lines of the facts, but it is not quite going around in a circle. I 
think that his measure incorporates the best features of both the old 
system and the reorganization plan. 

The board, for instance, is a full-time board, with no ex officio mem- 
bers. I think that is an improvement. 

Mr. Bouiine. This is an improvement over which ? 

General Epcervon. Over the old board. I think a full-time board 
is desirable. I think it should be small, and this is small. 

Furthermore, the president of the bank is to be nominated and con- 
firmed as such under this plan, which is more like the reorganization 
plan. bats the members of the board were confirmed only as 
members of the board from whom the chairman was selected. There 
was no opportunity for the confirmation as such of the man who 
ought to, as recognized in this bill, exercise the principal executive 
authority and be the principal executive officer. 

Those are the most important improvements over the original act 
and over the reorganization plan. I think it is of some importance at 
lease policywise, for the president of the bank to be a member of the 
National Advisory Council. To that extent this is an improvement 
over the reorganization plan, in my judgment. 

Mr. Botuine. Can you tell me, General, what is the explanation, 
if any, of the rather intensive activity in reorganizing this agency 
over a relatively short period of time ¢ 

General Epncrerion. No, sir; I would not know. I think there was a 
desire to enable the bank to make a larger contribution than it has 
heretofore to the promotion of United States trade, and that is prob- 
ably the principal reason why this legislation was introduced. I 
think it is a desirable objective, and I am sure that the bank is going 
to do what it can to meet the situation. 

Mr. Botuina. In other words, the reorganization plan did not very 
fully accomplish that objective, and additional legislation was neces- 
sary? 

General Epaerron. I think so. I think those were probably the 
supporting reasons. 

Mr. Botzine. ( ‘ontinuing, the next sentence after the one that I 
previously read from the Senate Report 1624, it says: 

This will leave the National Advisory Council on International Monetary and 
Financial Problems with the power to coordinate the foreign lending activities 
of the Export- rye td sank with those of other Government agencies. The 
present power of the National Advisory Council to “establish the general lending 
and other financial policies” of the bank will be abolished. 

Now I saw, some time ago, a clipping from the New York Times, 
with which I am reasonably sure you must be familiar. The issue is of 
Thursday, April 15, 19: 54, and it isa story headlined “Senate To Study 
Trade Loan Curb,” and it is bylined by Charles E, Egan, special corre- 
spondent of the New York Times. 

Mr. Chairman. IT would like to have unanimous consent for this 
article, on which I am going to base my questions, to be inserted in the 
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record. It isa New York Times story of April 14 with regard to some 
aspects of the question before us. 

The Cnairman. Without objection, it may be inserted. 

(The article referred to above is as follows :) 


{From the New York Times, April 15, 1954] 


SENATE To Stupy Trape LOAN CURB—ADMINISTRATION ORDER GIVING Wortp BANK 
CoNnTROL Is Sat To HANpcCUFF UNITED STATES NHIPPERS 


(By Charles E. Egan) 


WASHINGTON, April 14.—-A Senate inquiry into orders of the National Advisory 
Council on International Monetary and Financial Problems, which are said to 
have handcuffed the lending activities of the Export-Import Bank of Washington, 
will be sought this week. 

A resolution which is expected to call for an explanation from the Council of 
its order of January, making Export-Import Bank loans for development subject 
to approval of the International Bank for Reconstruction and Development, is 
due to reach the Senate tomorrow or Monday. 

An inquiry into the agency Which sets policy for the Export-Import Bank has 
been prompted by complaints from American exporters of industrial machinery, 
railroad equipment, and other heavy goods. The exporters say restrictions placed 
upon the Export-Import Bank bar it from making long-term loans and have 
brought its operations almost to a standstill. 


HUMPIIREY HEADS COUNCITI 


The National Advisory Council is headed by George M. Humphrey, Secretary 
of the Treasury, an outspoken advocate of a policy giving the International Bank 
(known as the World Bank) jurisdiction over long-term development loans and 
confirming the Export-Import Bank to financing of commodity transactions and 
granting of credits of around 3 years’ duration. 

Secretary Humpbrey let it be known early in his tenure that he believed the 
National Advisory Council was an unnecessary adjunct of the Treasury Depart- 
ment in the formulation of this country’s international monetary and financial 
policy. 

Mr. Humphrey told congressional leaders that if they wanted to leave the 
Council on the statute books it was all right with him but that he did not propose 
to go through the motions of polling the other four members on a question of 
policy involving operations of the Export-Import Bank. 

Besides the Secretary of the Treasury, the Council is composed of the Secre- 
taries of State and Commerce, the Chairman of the Federal Reserve Board, and 
the Director of Overseas Operations. 

On January 28, at a time when a special subcommittee of the Senate’s Banking 
and Currency Committee was planning an inquiry to establish the relative fields 
in which the World Bank and the Export-Import Bank should function, the 
Council issued a statement of principles which had the force of an order. The 
document was for limited circulation among Government officials. 


STATEMENT SET POLICY 


The statement of principles according to the text of the document was in- 
tended to govern “the United States position in respect to loans by the Export- 
Import Bank of Washington and the International Bank for Reconstruction 
and Development.” The statement set out these governing rules: 

The International Bank should be the normal source of loans for develop- 
ment projects involving direct financial obligations of a member govern- 
ment or governmental agency or its guaranty of the obligations of other 
borrowers 

The Export-Import Bank should not make loans within the purview of 
the International Bank, except in special cases such as those in which im- 
portant interests of the United States warrant departure from the general 
principle, or an additional credit is required to continue the project initially 
financed by the Export-Import Bank or a loan is for the development of 
strategic material for import into the United States. 

Loans to private United States businesses or their affiliates without gov- 
ernmental guaranty may be considered by the Export-Import Bank on their 

merits. 


INDEPENDENT MANAGEMENT, EXPORT-IMPORT BANK 19 


United States export credits in member countries, at the instance of United 
States suppliers, involving orders for purchase of United States equipment, 
may be considered by the Export-Import Bank on their merits if thev are 
for such transactions as would not fit into the normal pattern of Interna- 
tional Bank project lending. In view of the revolving nature of the hxport- 
Import Bank funds, these credits normally should be of short-to-medium 
term. 

Commodity loans to finance the export of United States commodities, 
short term in nature, may be considered by the Export-Import Bank on 
their merits. 

Loans by the Export-Import Bank in countries which are members of the 
International Bank should be coordinated with the International Bank lend- 
ing program by consultation between the two banks and due weight should 
be given to whether such loans may endanger the repayment of loans made 
by the International Bank, unduly limit its future lending in the member 
country or run counter to governmental programs or priorities on which that 
bank is planning its lending activities 

Loans in countries not members of the International Bank, whether gov 
ernmental or private, may be considered by the Export-Import Bank on 
their merits. 

Foreign traders object especially to the fourth and sixth paragraphs in th 
document, They say the order robs the Export-Import Bank, an institution set 
up by Congress long before the International Bank was established, of even nom 
inal freedom of action in its lending, except with regard to countries that are 
not members of the International Bank. The only important nations outside 
the Iron Curtain bloc which are not members of the World Bank are Argentina 
and New Zealand. 


Mr. Botuinc. I do not even know whether the events that the ar 
ticle implied might take place have taken place. 

The implication of the article is very clear, that the National Ad- 
visory Council had restricted the operations of the E xport-Import 
Bank to a field more limited than some others thought desirable. 

I get the 1 impression that this legislation will, ac ‘ording to the Sen 
ate report, give the National Advisory Council more power than it 
had before. Is that correct ? 

General Encerron. No,sir. 

Mr. Botuine. It will have less power ? 

General Epcrrron. It certainly would not have any more. The 
power to coordinate is related in some way to fixing policy, but cer- 
tainly it is not the broader of the two. 

Mr. Bourne. Well, then there is no substantive change, apparently, 
in the powers of the National Advisory Council ? 

General Encertron. Well, I think there is some. I think that in the 
absence of a board to pass on the loans, to pass these sei nts which 
are rather difficult to make, in many cases, that the National Advi 
sory Council would certainly exercise somewhat closer supervision 
than it would have to have if the matter was studied by a board rather 
than by one individual. 

During this period the Managing Direc ‘tor of the bank has had the 
authority that formerly was vested in the Board, and of course, in 
matters of judgment, I think it is more desirable to have a consensus 
rather than the judgment of one person. 

Mr. Botiine. You previously, I think, outlined the membership of 
the National Advisory Council. both before and after the passage of 
this legislation. How often does the National Advisory Council 
meet ? 

General Eparrron. It has a sort of a series of scheduled meetings, 
on a staff level, for purposes of discussion, and then on the alternates 
level for more important matters, and the actual members meet on the 
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most important matters. They take a number of telephone polls on 
cases that do not require oral discussion. 

do not really have a good basis for estimating the number of 
times it meets. 

Mr. Bourne. Do you have any idea how many times the principals 
have actually met in the past year ¢ 

General Encerron. No; I just do not know. 

Mr. Botiine. How many loans has the Export-Import Bank made 
in the past year, to governments for reconstruction and development 
purposes, or purposes allied to those / 

General Epcerton. Inthe past year? 

Mr. Yes, sir. 

General Engerron. Well, I think that is a statistic I would have to 
secure for you. 

I have here, instead of a year, the last 6 months. 

The Government of Afghanistan, that is one. 

Mr. In what amount 

General EpGerton. $18,500,000, 

The Republic of Ecuador, $3,650,000, 

The Government of New Zealand, $16 million. 

Mr. Botuine. For what length of time are those loans ? 

General Epcerron. The length of time for repayment is related to 
the purpose of the loan. 

Mr. Botiine. I did not hear that, sir. 

General Everrron. The length of a loan is related to the kind of 
project. It isa matter of the nature of the project, how soon a project 
can be expected to pay itself out. 

The Afghan loan is for an agricultural-development project, and 
they take a long time, as a rule. It is 18 vears. Actually, 20 years 
from the time of disbursement. 

The Re — of Ecuador loan is for 15 years. 

That to the Government of New Zealand is for roughly 14 years. 

Of course, you understand that the exporter credit-type loans are 
also contributing to economic development. 

Mr. Bottrne. I understand. Now do I gather from your whole 
testimony, and not just from your replies to the questions I have asked, 
that contrary to some, at least, rumors that have been heard, you do 
not feel that the Export-Import Bank policy 3 is being infringed upon 
by another agency of the executive branch ¢ 

General Evcerron. That is correct. 

Mr. Borie. I did not hear your answer. 

General Enerrton. I said, “No, sir”; it is not being infringed upon. 

Mr. Boturne. That is all. 

Mr. Dottrnerr. General, do you know who would be appointed to 
the Board? Would they be past members, or present members? 

General Eperrron. I would not be able to speak on that. There 
may be some reason to suppose that the members who were nominated 
last August might be nominated again, but it is a question I would not 
be able to answer. 

Mr. Dottincer. Do you think outsiders who do not have any con- 
nection at all now with the Board might be appointed / 

General Epcerton. They might very y well be. 

Mr. Dotirncer. Do you not think outsiders might be in a better 
position to exercise independent judgment if they were appointed ? 
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General Encerron. I think much more important qualifications 
would be the talents of the individuals. 

Mr. That is all. 

Mr. Spence. What is the attitude, General. of the private interna- 
tional bankers to the Export-Import Bank? Do they feel kindly 
toward it 

General Epeerton. I think so. I have heard practically no un- 
favorable comments from any source of that kind. 

Mr. Spence. They participate in many of your loans, do they not? 

General Epgerton. Yes, sir, they participate in the financing, to a 
limited extent. They sometimes participate in the risk, but asa a rule, 
they participate in the financing without t: iking a share of the risk. 
The Export-Import Bank is by definition more or less in a somewhat 
hazardous field, more hazardous than the average, and the commercial 
banks are not in a position to take risks on foreign investments, cer- 
tainly over an extended period of time. 

Mr. Sprence. You often give them opportunities for investment, I 
suppose, that otherwise they would not have / 

General Epgerron. Yes, sir, we think it is well understood in that 
their participation is desired, and we encourage the investment of 
private capital wherever possible, and we urge them to participate and 
urge their customers, who are seeking assistance from us, to secure 
participation on the part of their bankers, if they can. 

The Cuarrman. Mr. Widnall 

Mr. Wipnauy. General Edgerton, how many loans and in what 
amount, are in default at the present time / 

General Encgerton. We have six loans in default in the total amount 
of $ $216,509, fully reserved on the bank’s books. We have previ iously 

written off $279,562, making a total in round figures of ‘eed $500,000 
| written off, 
| 


Now the loans that are in arrears—we count the Chinese loan as 
in arrears and not in default, for the reasons which I tried to explain 
a moment ago—and so far as we know, that is the only loan of any 
size in trouble. 7 

Mr. Wipnati. At what stage do you decide that they are in default, Z 
not just in arrears ¢ 

General Epgerron. When we have eiven lp hope of collection. 

Mr. Wipnaty. The Chinese loan is about the only one that is in a 
questionable status at this time ? 

General Epgerron, That is the only one of any size that I know of 
that is in trouble. 

Mr. Wipnatu. General Edgerton, I understand that our American 
exporters are finding competition rather tough now from about 16 
countries, because of the inability to extend the same amount of credit, 
with a guaranty, that other countries can offer. 

Do you have anything that can be introduced into the record to 
show the terms under which other countries are selling with a govern- 
ment guaranty today ? 

General Everrron. I do not have very much definite information 
as to just what cre dit they do extend, because I take it that, with the 
_ ption of the British guaranty program and one or two others like 

t, there is a case-by-case business, something like ours. You would 
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have to examine, I think, actual cases, to know precisely what the 
foreign governments or the foreign banks are prepared to clo. 

We know, of course, from very direct information, and much more 
not so direct, that our exporters are meeting a higher degree of vig- 
orous competition in Latin Americ: You would not have to have 
specific information to be sure that would be the case. 

The redevelopment and regrowth of European countries is bound 
to make them desire to enter that market, and to some extent they are 
ina more favorable position than this country in that their currencies 
are soft and they have need of the products of almost every country of 
the world. 

Whereas there are a good many countries whose major products are 
not needed in our market. So that the circumstances of some Euro- 
pean countries are in varying degree more favorable to their exports 
to Latin America than ours. 

Mr. Wipnaun. Within the present framework of the Export-Import 
Bank do you have the ability to meet that competition by extending 
better credit terms 4 

General Encerron. Why ves, we do have. 

But that is not to say that we would be able to lend in all the cases 
that might benefit by our lending, because of the obligation on the 
bank to select loans that will best serve the purposes of the act. Ob- 
viously we cannot finance more than a modest part of the total export 
business of the United States. If this legislation is passed, we will 
have one and a half billion dollars of lending authority available until 
1958, and the export trade of the United States is somewhere between 
$14 and $16 billion annually. 

So we must follow a selective process. We try to select those loans 
that will best serve the objectives established by the law. 

Mr. Wipnaui. Do any of these foreign countries extend their guar- 
anties to the convertibility of currency ¢ 

General think so: ves, sir. 

Mr. Wipnaty. You do not at the present time, do vou / 

General Encgerron. We are able to do that. 

Mr. Wipnatt. Do you do that at the present time 

General Engrerron. Yes, sir; our incon include that but extend to 
the eredit worthiness of the borrower as well. Most of our applica- 
tions are for that kind of credit rather than the more limited protec- 
tion with respect to the convert ibility of the currency. 

Mr. Wipnatt. That is all, thank you. 

Mr. McCarruy. Mr, Chairman. 

The Cuarman. Mr. McCarthy. 

Mr. McCarruy. General Edgerton, do you _ upon your bank 
a function of the Commerce Department, State, or Treasury ¢ 

General Epcerron. We look on it as an agency. ‘That 
is what the law provides. An agency interested in the same objectives, 
in many cases, as each of those departments, and of course we cooperate 
with them and try to coordinate our activities to the best interests of 
the United States no matéer which department is the one principally 
concerned. 

Mr. McCartiy. What effect has the so-called freeze order of last 
spring, the direction of the National Advisory Council that you should 
not ¢ ompete, in effect, with the International Bank ? 
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General Epcerton. That certainly is not a new policy. Without 
any directive we would be under the obligation not to compete with 
the International Bank, or otherwise to fail to coordinate with it. 

Mr. McCartuy. Was there not a suggestion, if not an order, that 
you should restrict your operations to commodity exchanges and to 
short-term loans¢ It would seem to me that if that were the case, that 
soans for mining equipment, power development. and so on, would be 
looked upon with disfavor 4 

General Epcerton. There was never a directive that limited us pre 
cisely to short- or medium-term loans. 

Members of the National Advisory Council have expressed the view 
that in the circumstances in which we find ourselves now, that a great 
preponderance of our loans should be of the exporter type, and thereby 
would be shorter term than large development loans. 

Mr. McCarruy. There have been no significant changes since last 
spring, when the New York ‘Times article I referred to said that you 
were practically handcuffed as a result of that order and that your 
Jong-term loan program had been brought almost to a standstill / 

General Eneerron. That was the general conception, but it is quite 
a ways from the facts. 

Mr. McCarruy. Thank vou. sir. 

Mr. Oakman. Mr. Chairman. 

The Cuamman. Mr. Oakman. 

Mr. OakmMan. General Edgerton, has your bank been actively par- 
ticipating in the program of stockpiling critical materials 

General Epeerron. Yes, to some extent. We are not in the pro 
gram, but we have, through the years, made loans that would produce 
imports of the kinds that would go into the stockpile. 

We make some loans, of course, not with our resources, but with 
Defense Production Administration funds for that purpose. But if 
there are bankable loans within the purview of our act that serve that 
purpose also, we are prepared to make them on that basis. 

Some loans sought for that purpose, were not thought to be bank 
able, but were nevertheless of an emergency nature, especially during 
the war, and the Defense Production Administration put up the money 
and had the bank make the loans in accordance with that adminis- 
tration’s direction. 

Mr. Oakman. Does the sume theory apply to you that formerly did 
to the RFC, namely, that vou do not make such loans as can be made 
by private banking sources / 

General Engerron. That is fundamental, and it is stated im the act. 

Mr. OakMan. Yes, sir. 

General Epcgerton. We have never had any complaint that we com- 
pete with private capital. At least, 1 have never heard any. 

Mr. Oakman. That is all. 

Mr. Wipnati. Was there any object ion to this bill before the Senate 
committee 

General Evcerron. I do not think so. 

The Cuatrman. I think I can answer that. There was no objection. 
It passed the Senate almost by unanimous consent. 

Mr. McVey. Mr. Chairman. 

The Crarmman. Mr. MeVey. 

Mr. McVey. I notice you state there has been a profit in the opera- 
tion of this bank. I am wondering if you have taken into account the 
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cost to the Government, in the matter of furnishing quarters, staff, 
and ‘administration for the bank. 

General Epgerron. Yes, all those are taken into account. There 
ure a few small items that are not taken into account, such as the bene- 
fits employees get from the Civil Service Retirement Act. We do not 
actually compute our proportional share and deduct it. There may 
be one or two other small items of that kind, but they are insignificant. 

Of course, the profit is stated with the possibility that, with all the 
large loans we have, that it might be wiped out, or at least depleted by 
the failure of some borrower to make good on its notes. We have ¢ 
substantial reserve for that unfavorable development. 

Mr. McVey. I take it you have deducted any loans which have 
already been written off ? 

General Epcerron. Yes, sir. 

Mr. McVey. That is all. 

The Cuarrman. Are there further questions of General Edgerton ? 

If not, you may be excused, General Edgerton. 

Mr. Overby, have you a statement ¢ 

Mr. Oversy. Mr. Chairman, with your permission, I have a short 
statement I should like to read, if that is agreeable. 

The CuarrmMan. We will be very glad to have it. 


STATEMENT OF HON. ANDREW N. OVERBY, ASSISTANT SECRETARY 
OF THE TREASURY 


Mr. Oversy. Mr. Chairman and member of the committee, on behalf 
of the Treasury, I am glad to appear before this committee in support 
of TH. R. 9523 and H. R. 9524, which have been introduced by Chair- 
man Wolcott and Representative Spence following the meeting with 
President Eisenhower and other ohlicials on June 10. A bill along 
similar lines—very nearly identical lines—I believe—has also been 
introduced by Representative Brown. 

The passage by the Congress of this proposal will constitute public 
notice that the Export-Import Bank is prepared to carry forward 
actively and vigorously its purposes of facilitating trade both in this 
hemisphere and other world areas. 

As the President said on June 10: 

These proposed changes are designed to further the basic objectives of the 
bank, which are to aid in financing and to facilitate the export and import trade 
of the United States. 

One provision of the proposal increases the lending power of the 
bank by $500 million, to $5 billion. While the bank now has consid- 
erable unused lending power, something over $1 billion, this addition 
to its potential resources enables it to plan its future operations with 
greater confidence. 

In practice, the real limitation on lending by this institution is not 
in its legal authority per se. The limitations are rather in the quality 
of the loans, to make sure that they are in the interests of both the 
American exporter or importer and the foreign borrower. Since the 
war, for example, many countries in Latin America and elsewhere 
have been swept by a wave of inflation which has created great eco- 
nomic uncertainties, and in some countries poltical conditions have 
been unstable. 
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The statutes of the bank provide that the bank in the exercise of its 
functions should supplement and encourage and not compete with 
private capital, and that its loans shall offer reasonable assurance of 
repayment. There has been no suggestion for any change in these 
provisions. There is no lasting advantage in making dubious loans. 
The success of the bank will also be measured by the extent to which 
its operations encourage and pave the way for private financing. 

It is our present hope that the sound fiscal and monetary policies 
which a number of countries in Latin America and elsewhere are e1 
deavoring to follow will provide the basis for additional a in 
the Export-Import Bank, and by private business and banks, to fi 
nance further economic progress Ms stimulate growing trade to our 
mutual advantage. 

Another section provides for a working board of directors of five 
members, who will give all their time to the work of the bank. This 
is a change from the reorganization plan of a year ago, which put the 
bank under a single administrator, following a pattern of reorganiza- 
tion which was applied to a number of Government agencies with t] 
aim of simplifying their operations. 

A year’s experience with operations under this plan has provided 
evidence of the desirability in the case of this bank of having a small 
working board of full-time directors. The making of loans in for- 
eign countries which will offer reasonable assurance of repayment, 
and which will further the purpose of increasing foreign trade, in- 
volves exacting and difficult decisions. It involves travel and intimate 
acquaintance with the operations and the people financed. It is desir 
able that the head of the bank should share this responsibility with a 
working board of directors. 

As President Eisenhower pointed out in his announcement on June 
10, the coordination of the lending policies of the Export-Import 
Bank and those of other Government foreign lending agencies will 
continue to be the responsibility of the National Advisory Council, 
composed of Cabinet members and others who have responsibility in 
this field. Under these bills, the President of the Export-Import 
Bank is restored to membership on this Council. 

The bills before you have had the careful consideration of executive 
departments and, on behalf of the Treasury, | recommend enactment 
of H. R. 9523. 

That concludes my statement, Mr. Chairman. 

The Cuairman. Are there questions / 

Mr. Seence. Mr. Chairman. 

The Cuatrman. Mr. Spence. 

Mr. Srence. I have seen some articles in the newspapers that indi- 

vate that the Treasury is rather partial to the International Bank, 
and desirous to increase its authority, and to diminish the authority 
of the Export-Import Bank. Is there any foundation in fact for 
that statement / 

Mr. Overny. No, Mr. Spence, I do not believe there is. The Treas- 
ury is interested in the sound financing of deve ‘lopment, and also in 
the sound financing of the trade of the United States, and I do not 
think there is substance in the comments to which you have referred. 

We are interested—I know Secretary Humphrey is—in the sound 
promotion of our foreign trade. We are also interested in the sound 
financing of economic development in friendly countries. 
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Mr. Srence. Do you not think all of those things would be well 
served by the Export-Import Bank / 

Mr. Oversy. I think, sir, the Export-Import Bank plays a very 
important part in those activities. Under its statute, the Export- 
Import Bank has as its purpose, to aid in financing and to facilitate 
the export and import trade of the United States. 

We have, as has been said by General Edgerton and by members 
of the committee, also participated with other countries in establish- 
ing the International Bank for Reconstruction and Development. 
We have made a fairly substantial capital contribution to that insti- 
tution, and we have an obligation to come forward with additional 
money in case it should ever be required in order to meet the obliga- 
tions that the International Bank sells to the public. 

Mr. Spence. What is the attitude of the Treasury with reference 
to limiting the activities of the Export-Import Bank to short-term 
loans, industrial loans, and commodity loans, rather than loans for 
reconstruction and development in foreign countries ¢ 

Mr. Oversy. Mr. Spence, we feel the Export-Import Bank should 
actively and vigorously perform its basic purpose of aiding in finane- 
ingand facilitating the trade of the United States. 

I think each of these banks has its role to play, and T think that 
they can each perform a useful service without undue overlapping 
or duplication, and without endangering the repayment of loans made 
by either bank. 

Mr. Seence. I have seen some loans made by the Export-Import 
Bank for reestablishment of industries, the redevelopment of some of 
the European countries after the war, that I thought were very com- 
mendable and very fine. 

Would you exclude them from continuing that character of loan? 

Mr. Overny. No, Mr. Spence, I think we have the problem of pur- 
suing our objectives, which include the economic development objec- 
tive, and the promotion of the trade of the United States, and they 
are not absolutely and sharply distinguishable. 

The International Bank, as its charter provides, was designed to 
finance the reconstruction of member countries, and the development 
of member countries. 

The reconstruction phase was largely completed in the very early 
days of the bank—in 1947, with their first reconstruction loans. Most 
of their loans since that time, I would think, would go under the 
heading of economic development loans, and those loans, sir, have 
been largely of a long-term nature, as General Edgerton has indicated, 
at the instance of foreign governments who are members of the Inter- 
national Bank. 

The Export-Import Bank, however, has also made economic de- 
velopment loans. It has made loans in the interests of the United 
States, where they were not being provided by the International Bank. 
I think there is no necessary overlapping or duplication, nor any neces- 
sary conflict. 

Many of the loans of the Export-Import Bank will, by the nature 
of the trade or project financed, be of a somewhat shorter term than 
the long-term development loans of the International Bank, 

On the other hand, sir, the Export-Import Bank, as I believe Gen- 
eral Edgerton has testified this morning, has continued to make longer 
term development loans. 
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Mr. Srence. Is the United States in a position to dictate the policy 
of the International Bank ? 

Mr. Oversy. No, sir, we are not in a position to dictate the policy, 
and even if we were, I am sure we would not want to do it. 

We have approximately 30 percent of the votes, and we exercise a 
role that probably a 30-percent stockholder might be expected to 
exercise in a corporation. We have not yet found the International 
Bank engaging in practices which we believe inimical or contrary to 
our interests. 

Mr. Sprence. But we can be assured of the policy we desire to apply 
to the Export-Import Bank. 

Would you consider that the loans they have made, some of the 
loans that I saw in Europe, to reestablish industries that were de- 
stroyed by the war, would you think that they would be out of its 
province now / 

Mr. Oversy. I think if they were in the interests of the United 
States, and if the International Bank were not prepared to make them, 
they would not be outside the province of the Export-Import Bank. 

However, as the chairman and you, sir, and other members of the 
committee well remember, the increase in the lending authority of the 
Export-Import Bank which was enacted in 1945, was, in the contem- 
plation of the Congress, partly to take care of an immediate postwar 
reconstruction need, prior to the time that the International Bank 
would come into active operation, and some loans of this character 
were made by the Export-Import Bank immediately after the war. 
When the International Bank came into operation, it in turn made 
some reconstruction loans, and the immediate postwar reconstruction 
loan phase, I would think, has been completed. 

Proposals for long-term loans now are for development, rather than 
reconstruction, The reconstruction phase can be considered to have 
ended. Production is far above prewar levels, 1 believe, in every coun- 
try of Western Europe. 

Mr. Sreence. But at that time they certainly carried out the funda- 
mental purpose for which the Export-Import Bank was created. 
They did increase the exports and imports of the United States. 

Mr. Oversy. They certainly served the interests of the United 
States, yes. 

Mr. McCarrny. Mr. Chairman. 

The Mr. McCarthy. 

Mr. McCarruy. As I understand, the statement of the National 
Advisory Council of last spring, there was at least imphed criticism 
of the operation of the Export-Import Bank, or at least a suggestion 
that it was overlapping or encroaching on the field of the Interna- 
tional Bank, is that right ? 

Mr. Overpy. I would not put it that way, sir; I think the policy, 
which is after all a fairly reasonable policy—that two banks should 
not overlap and duplicate and get into one another's hair or endanger 
the repayment of the loans of one or the other—that policy, sir, has 
been in effect since the International Bank was created. ‘ 

I believe that you will find that as early as 1948 there were both 
National Advisory Council statements and, if Iam not mistaken, con- 
gressional statements. that there should be coordination between these 
banks, and that the International Bank should be the bank to which 
its member countries might go in the first instance for longer term 
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reconstruction and development loans, but without excluding the Ex- 
port-Lnport Bank from that type of financing, however. 

Mr. McCarriry. There is no disagreement on the policy. My ques- 
tion has to do with the facts. Was it the opinion of the Council that 
the Export-Import Bank was not conforming to that policy 4 

Mr. Oversy. I do not think so, sir. 

Mr. McCarriuy. What was the reason for the restatement of policy ? 
Just to remind them of it? 

Mr. Overy. | think it was an effort, with the advent of a new ad- 
ministration, to restate the policy. 

Mr. McCarriy. In other words, there was no need for the restate- 
ment in terms of the factual situation. The Export-Import Bank was 
operating, you think, in keeping with the long-term policy, but the 
advisory council, said, “We will restate this now to remind them that 
they should continue to operate in the future as they are now 
operating 

Mr. Overny. I do not think there was any change of policy that was 
really involved, 

Mr. McCarruy. There was no change of policy. Has there been 
a change in your opinion, in the operations of the Export-Import 
Bank, following that declaration, or redeclaration or restatement of 
poliey, since last April 

Mr. Oversy. I do not think I would say there has been a change of 
volicy, sir. General Edgerton testified this morning that the Export- 
sae Bank has been making some long-term development loans. 

As he has indicated, with the increased competition from Western 
European countries and others, and with the end of the seller’s market 
that American exporters enjoyed for some years, there has been in- 
creased concern with the question of our foreign trade, and therefore, 
increased attention to the purposes of the Export-Import Bank. 

Mr. McCarruy. Thank you. 

Mr. Oakman. Mr. Chairman. 

The CHarrman. Mr. Oakman. 

Mr. OakMan. Just one question, Mr. Overby. What is the Treas- 
ury’s total investment in the Export-Import Bank as of today ? 

Mr. Overny. There is a $1 billion capital stock investment, sir, and 
the actual notes of the Export-Import Bank that are held by the 
Treasury, to this date 

Mr. Oaxman. Has any of the billion dollar capital been repaid ? 

Mr. Oversy. $2,800 million, I understand, is the total of capital and 
notes. 

Mr. Oakman. Outstanding. 

Mr. Overny. Notes of the Export-Import Bank, held by the Treas- 
ury. which were given by the bank to finance its loans. 

Mr. Oakman. Has any of the profit been returned to the Treasury ? 
I believe it was pointed out there was a $106 million dividend. Was 
that considered interest, or was that repayment of capital ? 

Mr. Overry. Some payments which have been made have been divi- 
dend payments. The bank also pays interest on its notes. 

Mr. Oakman. Would you say that would be interest on the advance, 
on the billion dollars advanced ? 

Mr. Overry. Well, it is a dividend on the capital stock investment 
of a billion dollars. The notes payable to the United States Treasury 
as of December 31, 1953, were $1,500 million in addition to the capital 
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stock investment of S1 billion. The total United States Government 
investment us of that date, Was, as have said. 


1 million. 

Mr. Oakman. And the rest is your surplus which you 
using in the operation ¢ 

Mr. Oversy. ‘That is correct. 

Mr. Oakman. Thank you, Mr. Chairman 

Mr. O'Hara. Mr. Chairman. 

Phe Mr. O'Hara. 

Mr. O'Hara. Mr. Overby, is the International Bank making more 
loans now than in past years 4 

Mr. Oversy. The International Bank, sir has made. if mv men 
ory serves me, up to June 30 of this vear, 104 loans to 34 count? 
totaling approximately Si,915 million—approximately $325 million 
of those were made in the vear ending June BO, 1954 eh ‘ 
slightly higher rate than in any vear except the very first vear of the 


the bank’s operations, in which they made those larger reconstructiot 
loans to France, the Nether lands, Denmark, and Luxembourg. 

Mr. O'Hara. We ll, the International Bank is to a certain exient 
taking over some of the work formerly done in that area by the lex 
port-Lmport Bank ¢ 

Mr. Overny. In the immediate postwar period, the Export-Import 
Bank made substantial loans of a reconstruction nature to France, 
for exemple. | think it was the contemplation of this committe ma 
of the Congress that the extension of loans of this charaeter snould 
be made out of the increased lending authority granted to the Export 


Linport Bank in 1945. 

As soon as the International Bank rot into eltfective operat mis, It 
Wis the contemplation of the Converess that it would, under its Ar- 
ticles of Acree ment, to step into this fie ld of reco truction. 


Mr. O'Hara. If my memory serves me correctly, in the 81st Co 
gress we passed a law permitting national banks to purchase the deb 
entures of the International Bank. 

Mr. Overy. That is my recollection. 

Mr. O'Hara. Since that time was the International Bank issued 
a number of debentures ¢ 

Mr. Overry. Yes, sir; they have put out several bond issues. Ap- 
proximately S750 million of bonds have been issued. 

Most of them have been issued in this country. The bank has sold 
some bond issues abroad. They sold one just this week in Holland, 
and they have sold bonds in Canada and in the United Kingdom, and 
in Switzerland. 

The bulk of the issues have been sold in the United States and the 
total is approximately S750 million. 

Mr. O'Hara. That is the phase I am interested in. In the SIst 
Coneress, I had presumed that most of the issues would be sold to 
investors in the United States. But you say that the bank has floated 
an issue in Holland. 

Mr. Overry. That is right, in Holland; several issues in Swit 
gerland: an issue in the United Kinedom: an issue in Canada. It is 
my recollection that approximate ly 30 pereent of the funds that hav 
been borrowed bv the if ternational Bank h ive heen obtan ac] tron 
sources outside of Unité d States. Tneluck Lan the percent heure are 


dollar bonds purchased by investors outside of the United States. 
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Mr. O'Hara. So while the contribution of our Government is 30 
percent, to the working fund of the International Bank, as a matter 
of fact, a much larger percentage of the money used by the Interna- 
tional Bank in making loans comes from the United States, from 
American investors, plus the contribution of the Government / 

Mr. Overny. That is correct, sir. We have about 30 percent of the 
voting power, and that was based on our capital subscription in re- 
lation to all of the capital subscriptions. We paid in about $635 mil- 
lion, 20 percent of our total subseription. That has been used by the 
International Bank, along with other subscriptions and the proceeds 
of the bank’s bond issues. 

Counting all funds available for use by the bank, subscriptions as 
well as the proceeds of bond issues, approximately 65 percent of the 
funds used by the International Bank have come from United States 
sources, either the United States Government capital payment, or 
from sales of securities to United States owners. 

Mr. O'Hara. Thank you very much. One other line of inquiry. 
I notice that you make mention of some of the governments of Latin 
America not being stable. That might imply that after the Export- 
Import Bank has made loans in a foreign country there is an interest 
on our part in maintaining the stability of the existing government of 
that country or of encouraging the establishment of a stronger gov- 
ernment. 

Now merely for the purposes of the record, I think it might be help- 
ful if you made some observations on that phase. 

Mr. Oversy. Well—— 

Mr. O'Hara. I do not know whether you understand me correctly. 

Mr. Oversy. I would appreciate your pointing it up just a little, 
sir, if you might. 

Mr. O’Hara. In the S8lst Congress, in this committee, there was 
under consideration a bill which was to furnish a limited guaranty 
against the instability of the government in a country where American 
money was invested. I was fearful that this would be interpreted by 
our enemies as & purpose, on our part, to meddle in the domestic affairs 
of a foreign country. Such of course, is not our purpose. Where a 
loan is made that does not work out through the collapse of the gov- 
ernment of the interested country, as in the case of Nationalist China, 
the bank merely takes it as a book loss and our Government does not 
pursue the matter further. 

Mr. Oversy. Well, sir, I think the stability of countries, be it 
political or financial, is in the hands of their governments. Whatever 
joans we may make, either directly through the Export-Import Bank, 
or through the International Bank, are of course for the purpose of 
assisting those countries in their sound economic development. We 
could hardly be held responsible for the success or failure of a foreign 
government or its financial structure. Foreign governments take the 
initiative in seeking these loans. They have the responsibility for the 
success or failure of their policies. : 

Mr. O'Hara. Pardon me, I think the chairman wants us to go into 
executive session, and I suggest that if you think well of the suggestion, 
vou might wish to submit a statement for the record on the subject we 
have been discussing. 

As Tremember. when the subject of stability of government came up 
before this committee in the Slst Congress, the State Department and 
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Treasury joined in a statement which was made a part of the record 
and since then has been widely and beneficially quoted as a statement 
of our Government’s policy. While the Export-Import Bank, in con- 
sidering the making of a loan, may weigh, as a banking factor, the 
likely stability of an existing government, the matter ends there. 
This, I think, we should emphasize every time the opportunity pre 
sents itself. The American dollar is sent into foreien countries 
through the Export-Import Bank to help in strengthening the 
economies of nations friendly to us, but it is the declared and unchang 
ing policy of the United States that it will never furnish the excuse for 
interference by us in the domestic affairs of a nation where we have 
invested money. 

Mr. Oversy. I would be glad to submit a statement. 

Mr. O'Hara. If you think well of it. 

Mr. Oversy. I would be glad to. 

(The statement is as follows :) 


STATEMENT OF ANDREW N, Overby, ASSISTANT SECRETARY OF THE TREASURY, 
SUBMITTED IN RESPONSE TO A QUESTION BY CONGRESSMAN O'HARA 


I assume that Representative O’Hara is referring to the colloquy he had with 
James E. Webb, then Under Secretary of State, during a hearing before this 
committee on August 19, 1949, reported in hearings before the Committee on 
Banking and Currency, House of Representatives, Slst Congress, on H. R. 5594, 
at pages 55 to 57. 

I know of no change in the policy as stated by Mr. Webb at that time. 


The Cnatrman, Thank you very much, Mr. Overby. 

I might say that we have had communications from the American 
Farm Bureau Federation, the Machinery and Allied Products In 
stitute, and some others, including the National Council of Farmer 
Cooperatives. 

Without objection their statements may be put in the record and 
without objection, we will go into executive session at this point. 

(The information referred to is as follows :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington 1, D. C., June 22, 1954. 
Hon. Jesse P. WoLcort, 
Chairman, House Banking and Currency Committee 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Wotcott: On June 17 I appeared at the hearing before 
the Senate Banking and Currency Committee and presented the attached state- 
ment on behalf of the American Farm Bureau Federation in support of S. 3589, 
introduced by Senators Capehart and Maybank. I understand identical bills 
have been introduced by you (H. R. 9523), by Congressman Spence, of Ken 
tucky (H. R. 9524), and by Congressman Brown of Georgia (H. R. 9555). 

As you will note, we have proposed an amendment to section 2 of this legislation 
so as to add the Secretary of Agriculture to the membership of the National 
Advisory Council on International Monetary and Financial Problems. We be- 
lieve this amendment should be noncontroversial. 

3ecause of the important stake which American agriculture has in the credit 
policy pursued by the Export-Import Bank, the International Bank and the 
International Monetary Fund, we believe the Secretary of Agriculture can make a 
valuable contribution to the functioning of this Council. The Federal Govern 
ment now has over $6 billion invested in agricultural surpluses. The Secretary 
of Agriculture is responsible for the administration of programs to dispose of 
these surpluses. This is another reason why we believe it is highly desirable 
that he be a representative on this Council. Therefore, we wish to respect 
fully suggest and urge that this bill be amended to add the Secretary of Agricul 
ture to the membership of the Council. 
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Since section 2 provides an amendment to section 4 (a) of the Bretton-Woods 
Agreements Act, this purpose can be accomplished very simply by adding the 
following words after the quotation mark in section 2, line 15, page 4, “the 
Secretary of Agriculture,” 

Hoping this will meet with your approval and the approval of your com 
mittee, I am 

Sincerely yours, 
W. RayMonp OGa, 
Director, International Affairs Department 


STATEMENT OF THE AMERICAN Farm BUREAU FEDERATION 


My name is W. R. Ogg I am director of the department of international af 
fairs, American Farm Bureau Federation. 

The expansion of international trade on a mutually advantageous basis is of 
Vital importance to the prosperity and security of the United States and coop 
erating nations. Our national welfare is so much affected by what happens in 
the international field that we cannof afford to continue to deal on a piecemea 
basis with trade policies, foreign investments, technical assistance, and inter- 
national defense measures. 

Che prosperity of all American agriculture is dependent upon the maintenance 
of a high level of Uniied States agricultural exports. The production of about 
52 million acres has been exported annually in postwar years. Largely dune to 
the recent loss of exports, we are now faced with accumulating surpluses, declin 
ing prices, and the prospect of diverting about 30 million acres of cropland. The 
resulting reduction in farm income is serious and will be felt in every segment 
of the national economy. 

The most important decision facing the United States in the field of foreign 
economic relations is the decision to balance the domestic economy by increasing 
the volume of exports of agricultural and other products through sound foreign- 
trade relationships. Congress and the eXecutive departments of government 
should (1) establish a clearcut, long-range policy on foreign economic relations 
and trade which includes exporting the maximum quantities of farm products, 
and (2) consistently maintain that position. The maintenance of a high stand- 
ard of living in the United States is dependent to a large degree on a high level of 
imports. The real interest of the United States lies in balancing trade at a high 
level. Obviously this requires the reduction of trade barriers to facilitate more 
imports in order to bring about an expansion of exports. 

Adequate credit to help finance exports and imports is vitally important to 
the maintenance of a high level of trade. 

The Export-Import Bank has served a useful and helpful purpose in providing 
credit to help facilitate United States exports and to help further economic de- 
velopment of underdeveloped areas. 

S. 5589, introduced by Senator Capehart (Republican) of Indiana, and Senator 
Maybank (Democrat) of South Carolina, provides for (a) constituting the Ex- 
port-Import Bank as an independent agency of the United States with a Board 
of Directors of 5 persons appointed by the President with the advice and con- 
sent of the Senate, of not more than 8 to be members of any 1 political party; 
(b) the appointment of an advisory committee of 9 members, to be “broadly 
representative of production, commerce, finance, agriculture and labor’; and (¢) 
an increase of $500 million in the lending authority of the Export-Import Bank. 
Identical bills have also been introduced in the House by Congressman Wolcott 
of Michigan, chairman of the House Banking and Currency Committee (H. R 
9523) and by Congressman Spence (Democrat) of Kentucky (H. R. 9524), and 
Congressman Brown of Georgia (H. R. 9555). 

We wish to support the objectives of this legislation. We believe it is a step 
in the right direction. 

We wish to propose an amendment, however, which we believe should be non- 
controversial: namely, to add the Secretary of Agriculture to the members of 
the National Advisory Council on International Monetary and Financial Prob- 
lems, Which was Created pursuant to section 4 (a) of the Bretton Woods agree- 
ments. This Council was created for the purpose of coordinating the policies and 
operations of representatives of the United States on the International Monetary 
Fund, the International Bank, and the Export-Import Bank. Its membership 
consists of the Secretary of the Treasury as Chairman, the Secretary of State, 
Secretary of Commerce, Chairman of the Federal Reserve Board, the Chairman 
of the Board of Directors of the Export-Import Bank, and the Director of the 
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Foreign Operations Administration. Because of the important stake which 
American agriculture has in these credit policies, we believe that the Secretary 
of Agriculture can make a valuable contribution to the functioning of the Na- 
tional Advisory Council. We, therefore. respectfully urge that the committee 
amend section 2 of this proposed legislation so as to add the Secretary of Agri- 
culture to the membership of this Couneil. 

As a fundamental proposition, we believe that foreign trade should be con- 
ducted and financed through private business channels to the maximum extent 
possible. However, to the extent private credit agencies are unable or unwilling 
to provide such credit, at reasonable rates and terms of repayment, we believe 
that the Export-Import Bank should be used to help maintain and expand our 
foreign trade. The bank should be provided with adequate funds and brond 
authority for it to make loans up to 2 years for the export of United States farm 
products to countries where such financing would improve the competitive posi- 
tion of United States farm products in the market, provided there are the usual 
safeguards with respect to repayment 

The Export-Import Bank has aided the American farmer by providing short- 
term credit in some cases to facilitate exports. A case in point is the export of 
cotton to Japan. Internal interest rates in Japan run from 10 to 12 percent. 
If a Japanese importer of cotton is required to open irrevocable letter of credit 
before stocks can be loaded at the port, he may have to pay this high rate of 
interest for several months before he receives his cotton, and for as long as 
18 months before he sells his products. The savings in interest made possible by 
an Export-Import Bank loan run as much as 2 to 3 cents per pound of cotton. 

This type of export stimulus has application to other countries and to a num- 
ber of farm products other than cotton. Whenever it can be done on a sound 
basis without competing with private financing, we should use Export-Import 
Bank loans to improve the competitive position of United States farm products 
in world markets. 

The United States has already encountered serious difficulties in maintaining 
its export outlets because of more liberal credit extended on exports by com- 
peting countries, some of which provide government credit or government-guar 
anteed credit to finance exports for periods up to 2 years and, in the case of capil 
tal goods, even longer periods. American exporters, therefore, are at a disad 
vantage in selling abroad if they have to require payment in cash or on a ve ry 
short-term basis. 

We believe that much greater emphasis should be placed on sound projects to 
aid economic development of underdeveloped areas. Such development, if. di 
rected toward increasing the purchasing power of the peoples of these areas and 
bringing about an expanded and better balanced international trade. offers one 
of the promising long-range means of furthering exports of our own agricultural 
commodities and other products as well as strengthening the economies of the 
free nations. 

The Export-Import Bank also should provide needed credit to American im- 
porters who are unable to obtain adequate credit on reasonable terms for the 
purchase and importation of goods, especially articles which have important dol- 
lar earning possibilities. If we wish to expand our exports, we must be willing 
to accept imports to provide the dollar earnings to pay for these goods. One of 
the important reasons we are losing our export markets for farm products is 
that many countries who are principal customers for far products are faced with 
the necessity of finding markets for their exports and they are importing farm 
products from countries which will buy more of their exports 

The primary objective of Export-Import Bank loans should be to finance un- 
dertakings that will help us to balance our foreign trade at a high level. We 
doubt very much that this can be done without a very substantial increase in im- 
ports that would be competitive with some United States production. If we fail 
to balance our international trade at a high level, limited export markets for farm 
products will force agriculture to go through a readjustment that will have re- 
percussions throughout the economy. The poliey on Export-Import Bank loans, 
of course, ought to be coordinated with other trade policies. We ought not to 
use Export-Import bank loans to encourage other countries to increase produe- 
tion for export to the United States, unless we are willing to follow trade policies 
which will let the goods in question come in after they have been produced. The 
interests of export industries, and the national interest in balancing trade at 
a high level should be considered in such cases along with the interests of the 
industries that would be adversely affected by increased imports. 
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In conclusion, I wish to emphasize that expanded credit to help finance ex 
panded foreign trade can be no adequate substitute for sound trade policies and 
effective production and merchandizing programs. 

If American agriculture is to regain aud maintain a high level of agricultural 
exports, We must be prepared to sell our commodities on a competitive basis in 
world barkets, instead of depending upon a give-away program. We are con 
fronted with keen competition in world markets. We must be prepared to meet 
this competition by pricing our commodities on a competitive basis instead ot 
trying to maintain unrealistic price supports which price us out of the market 
and result in piling up excessive surpluses which can only be disposed of at 
terrific losses to American taxpayers and by large export subsidies which gen 
erate ill will abroad and endanger our foreign trade through possible retalia- 
tory actions by other countries. This requires readjustment of our price sup- 
port policies and improvements in production and marketing. 

Likewise, if the United Staets is to maintain a high level of trade, it is essen- 
tinl that we take effective steps to enlist the cooperation of friendly nations in 
mutual actions to reduce trade barriers and remove the road blocks which are 
hindering the expansion of mutually advantageous trade. 

For this reason, it is important that steps be taken as soon as possible to 
put into effect the foreign trade program contained in the President's message 
of March 30, 1954, on foreign trade, based on the recommendations of the bi 
partisan Commission on Foreign Economic Policy (Randall commission) created 
last year by Congress, including a 3-vear extension of the Reciprocal Trade 
Agreements Act with certain amendments designed to facilitate the negotiation 
of reductions in trade barriers, further legislation to simplify United States 
customs laws and regulations, elimination of discriminatory features of man- 
datory buy-American laws and regulations, steps to facilitate the attainment 
of currency convertibility, and measures designed to encourage the expansion 
of international investments. 

We sincerely hope that Congress will give this matter further consideration 
with a view to taking appropriate actions as soon as possible. 


MACHINERY & ALLIED PRODUCTS INSTITUTE, 
Chicago, IIL, July ty, 1954 
Hon. Jesse P. WoLcorr, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

My Dear Mx. Woxicorr: This covering letter and the enclosed statement are 
submitted in behalf of the Machinery and Allied Products Institute and its 
affiliate, the Council for Technological Advancement, in connection with hear 
ings now being conducted by the Banking and Currency Committee of the House 
of Representatives on H. R. 9523, H. R. 9524, and H. R. 9555. It is respectfully 
requested that both the covering letter and the enclosed statement be made a 
part of the official record of the hearings. 

We would like to call the attention of the committee especially to certain 
points discussed in the enclosed statement. 

As national spokesmen for the capital goods and allied industrial equipment 
industries, MAPI and CTA wish to emphasize and document again the impor- 
tance of the proposed legislation amending the Export-Import Bank Act of 
1945. We unqualifiedly endorse the main provisions of the bills H. R. 9528, 
H. R. 9524, and H. R. 9555, as far as the proposed legislation goes. The fol 
lowing suggestion, however (see p. 7 of the attached statement), in onr opinion, 
is crucial to realization of the apparent objectives of the bills : 

We feel that it is desirable that the House Banking and Currency Committee 
consider the advisability of expressing its intent, preferably by comprehensive 
statement in its report on the bills now being considered, that the Export-Im- 
port Pank, with its present authority expanded by the Congress, should take 
full advantage of that authority and should initiate promptly the kind of posi- 
tive affirmative program of exporter assistance and economic development loans 
which is required both in the interest of Government and industry. In addi- 
tion to generally encouraging the bank to expand its exporter credit and eco- 
nomic development loan program, it might be useful for the committee to state 
the basic principle that it should be the objective of the bank, in the light of 
present conditions, to assist in putting the American manufacturer in the same 
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position with regard to extension of credit 
finds himself due to foreign sovernment underwriting of credit terms 

With this reassurance from Congress, coupled with the expanded authority 
implicit in the bills before the comm ttee, we are contident that the Export 
Import Bank will carry out the program with imagination and great effective 
ness. 

The Machinery Institute made the Same recommendation in its testimony on 
S. 3589 before the Committee on Banking and Currency of the Senate during 
public hearings on June 16, 1054, and the Senate committee included in its Re 
port No, 1624, June 22, 1954. the following statements 

“It is the opinion of your committee that United States producers and workers 
should not be subjected to any credit preclusion which in this highly competitive 
world would put them in an unreslis 


terms that his foreign compeittor 


tie and disadvantageous position 


“Your committee finds no legislative ‘imitation upon the loan authority of the 
Export-Import Bank that would exclude it properly from making long-term. 
medium-term, or development loans. 


“Any distinction between long-term and short term credits or between exporter 
credits, as such, and loans to 


facilitate the purchase by United States private 
investors abroad of capital goods and equipment in the United States is a highly 
artificial one, and quite undesirable from the Standpoint of the interests of our 
country. The bank should sympathetically consider kinds and types of proper 
loan applications irrespective of term which would aid in facilitating the exports 
of the United States, maintain our industrial potential, and provide continuing 
employment in our country. 


“Testimony presented to your committee indicates that for a lengthy period 
few “exporter credits” were extended by the bank, because of the well-founded 
impression among exporters that such credits were hot available to them at the 
bank, Your committee believes that the need for “exporter credits” existed in the 
past and that such need is especially apparent today. While many of our neieh 
bors still want our products, they now are in a position to dictate the credit terms 

“The United States producer, unable to secure financial aid to meet competitive 
foreign credit terms from normal private banking sources needs the assistance 
of the Export-Import Bank of the United States. Properly and effectively uti 
lized, the bank will meet this need, Your committer has been assured that the 
Erport-Import Bank is fully aware of this condition and the necessity for a posi 
tive and erpanded program. [Emphasis supplied.] 


“Of particular interest to the committee is the adoption by the 
tive and expanded program of ‘exporter credits. ” 

Accordingly, we urge your distinguished committee. assuming it is in agree 
ment with the need for a positive and expanded program of exporter credits and 
economic development loans, to express its legislative intent in clear and unam 
biguous language in the conimittee report on bills now under consideration. This 
intent may be further reinforced at the discretion of individual members of the 
committee in any discussion of the bills on the floor of the House of Representa 
tives. We have noted in this connection that several Senators, during Senate 
debate, clearly reiterated the intent of the Senate as te the program which was 
expected to be adopted by the Export-Import Bank as a result of the additional 
lending authority and operational independence which S. 3589 gives the bank 

As stated previously in this letter, we respectfully submit that the recom 
mended expression of congressional intent is crucial to realization of the apparent 
objectives of the pending bills. In our view, this is underlined by the fact that 
even under its present statutory authority, the Export-Import Bank has suffi 
cient authority to initiate an expanded exporter credit and economic development 
program, 

The detailed views of the Machinery Institute as to how the Export-Import 
Bank might initiate and develop a positive program of exporter credits and eco 
nomic-development loans have already been communicated to the Export-Import 
Bank, and we are informed by bank officials that these views are being giver 
careful consideration. Our specific recommendations are summarized on pages 6 
and 7 of the enclosed statement. 
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The Machinery Institute is privileged to have the opportunity to present its 
views in this form on the very important legislation now being considered by 
your committee, 

Respectfully, CHARLES STEWART, Secretary. 


FINANCING THE Export SALE OF CAPITAL GoopDS—STATEMENT OF THE MACHINERY 
AND ALLIED PRODUCTS INSTITUTE 


Mr. Chairman and members of the committee, this statement is submitted in 
behalf of the Machinery and Allied Products Institute. 

As national spokesmen of the capital goods and allied industrial equipment 
industries, the Machinery and Allied Products Institute, and its affiliate, the 
Council for Technological Advancement, have a fundamental interest in the sub- 
ject before this committee. The deep interest of the capital-goods industries in 
the activities of the Export-Import Bank was recognized by Senator Capehart 
when, in introducing companion legislation in the Senate, he commented as 
follows: 

“LT confess that by the most careful reading of these purposes (statutory pur- 
poses of the Export-Import Bank) I can find no limitation upon the kind, size, 
or quantity of exports which this United States bank may finance. Nor can I 
find any preclusive word or phrase which would limit the Export-Import Bank 
to loans of rapid turnover or short duration. Certainly I would object to any 
interpretation which would circumscribe the authority of this bank to make 
loans to capital-goods industries, to wealth-producing industries—which by 
their very nature presume longer credit terms. This country of ours has been 
built by the might of its technology. It is this technology that free nations seek, 
as well as the products of our great technological mass-production plants. * * *” 

We are gratified, therefore, that this distinguished committee is giving atten- 
tion to a seriously needed expansion in the export financing operations of the 
Export-Import Bank, the Senate having already passed S. 3589 for that purpose. 
Such an expansion is an urgent present-day necessity if the United States expects 
to maintain its export trade in capital goods. 


THE CAPITAL GOODS INDUSTRIES AND EXPORT TRADE 


As indicated above, the Machinery and Alllied Products Institute represents 
the capital goods and allied industrial equipment industries. The production 
and servicing of these industries runs currently at a rate of about $54 billion, 
and they provide employment for 8 million workers. The exceedingly signifi- 
eant role of these industries carries over to the export field. Machinery and 
equipment comprises by far the largest group of commodities exported from the 
United States. The roughly $38 billion in machinery and equipment exported in 
1952 accounted for 20 percent of total United States exports, or almost 25 per- 
cent of nonmilitary exports. Moreover, capital-goods exports in 1952 accounted 
for 11 percent of total United States capital-goods sales. A breakdown of 1953 
data is not yet available to us. 

Capital goods and allied industrial equipment include a great range of products 
with varying characteristics as to size, marketing problems, financing techniques, 
ete. In the export field, for example, sale of a rolling mill might run into several 
million dollars and require financing over a period of 8 to 12 years. On the 
other hand, sale of an assortment of pieces of construction machinery might in- 
volve shipment of relatively standardized equipment worth less than $100,000 and 
entail shorter term financing such as 2 to 3 years. 


MAIN PROVISIONS OF THE PROPOSED LEGISLATION 


Let us turn now to the bills before the committee. The Machinery and Allied 
Products Institute endorses the proposed legislation, H. R. 95238, H. R. 9524, and 
H. R.9555, which provides as follows: 

(1) A $500 million increase in the lending authority of the Export-Import Bank. 

(2) Reconstruction of the Export-Import Bank, with elevation of the bank to 
full status as an independent agency of the United States. 

(3) Full-voting representation for the Export-Import Bank on the National 
Advisory Council on International Monetary and Financial Problems (NAC). 

(4) Establishment of a nine-man advisory committee to the President of the 
Export-Import Bank, to be broadly representative of production, commerce, 
finance, agriculture, and labor. 
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We have no comment on the internal organization of the bank, which is also 
covered by the bills. 

In brief, we concur in the increase in the lending funds made available to the 
bank, and we heartily endorse the increase in the stature of the bank as a Gov- 
ernment agency, as an independent agency, and as an agency which will partici 
pate on an equal basis in the formulation of interagency policy affecting the 
foreign financial and lending activities of the United States 


CREDIT AND REPAYMENT TERMS NOW CRUCIA! 


There is no more pressing problem or u, gent need in the field of international 
trade in United States capital goods today than that of creating adequate medium 
and long-term credit facilities. There has recently emerged in the sale of capital 
goods abroad the crucial factor of credit and repayment terms. Of course there 
are price differentials based on differences in labor rates and differences in 
standards. There may also be differences in intensity of marketing efforts. Most 
cf those, however, are matters on which the American manufacturer must and 
should meet competition without assistance, largely through emphasis on quality 
of product. But the problem of credit and repayment terms is not within the 
power of the individual American capital-goods manufacturer to solve without 
assistance from some outside source. Foreign governments are unquestionably 
underwriting the extension by individual exporters of credit assistance on a 
medium- and long-term basis. American manufactures are thus placed in a posi 
tion of competing with the financial resources of foreign governments. More 
over, private financial institutions in this country are not willing to underwrite 
such credit risks for American capital-goods manufacturers without Government 
guaranty, and the Export-Import Bank has to date proceeded on a very selective 
basis with reference to granting exporter credits either in the form of guaranty 
or direct loan. 

It should be pointed out that foreign governments, in addition to underwriting 
the extension of credit assistance by their exporters, grant numerous conces- 
sions to promote exports, including special tax, exchange retention and customs 
policy incentives. We are addressing ourselves, here, however, only to the ey 
tension of medium- and long-term credit assistance, which has long been recog 
nized in principle by the United States as an appropriate area for Government 
assistance. 

In summary, the following conditions exist : 

1. The emergence of credit and repayment terms as a crucial factor in negoti 
ating foreign sales of capital goods and allied industrial equipment 

2. The lack of adequate medium-term and long-term capital market facilities 
both in the United States and the foreign countries to which United States cap 
tal goods producers traditionally sell. 

3. The availability of medium-term and long-term capital (for foreign inves 
ment to the European manufacturers, which allows them freely to offer credit 
terms to prospective foreign buyers which United States producers could not 
hope to equal—utilizing only their limited internal company resources. 


CURRENT FACTORS AFFECTING EXPORT TRADE 


In addition to the crucial character of credit terms in export transactions, 
the following factors should be taken into consideration in connection with an 
appraisal of Export-Import Bank activities and related legislation : 

1. As you know, recently the United States economy has undergone an eco 
nomic adjustment. This adjustment has had a different impact on various seg 
ments of the capital-goods industries. For example, the textile-machinery in 
dustry has been relatively depressed for more than 2 years, and the diesel- 
engine and the machine-tool industries have recently suffered a downturn in 
new orders. On the other hand, certain other segments of the capital-goods in 
dustries have maintained a relatively high level of domestic business. Thus, 
the situation is spotty, but it is clear that there has been a domestie adjust 
ment which turns the attention of most capital-goods manufacturers even more 
intensively to the export market. 

2. Not only has there been some shift in business conditions in the United 
States, but export markets themselves are shifting. Since World War II, Latin 
America has become a prime export market for United States capital goods, but 
as a potential long-term market the area is relatively untouched. Currently, 
however, European manufacturers of capital goods are entering the Latin Amer 
ican market with great strength. This same situation prevails in varying de 
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grees in other parts of the world which are industrially underdeveloped. Thus. 
from the standpoint of the state of export markets, and competition therefor, 
the element of timing is now crucial. It is exceedingly important that United 
States capital-goods manufacturers at this time maintain their positions in those 
areas of the world where they are established and also enter new markets 
aggressively. 

$. Timing is not only significant from the standpoint of current shifts in the 
export market, but is particularly important in the iight of the characteristics 
of the capital goods product. To a substantial degree, capital goods industries 
are engineering industries. The sale of an engineered product requires special 
marketing techniques and organization designed to establish a close working 
relationship between producer and customer. Once that relationship has been 
established, once a manufacturer has become intimately acquainted with the re- 
quirements of his customer, it is difficult for another manufacturer to compete 
effectively. This does not involve anything illegal or improper. It is simply 
a matter of customer relationship in dealing with complicated and highly engi- 
neered equipment, and it is multiplied in the foreign field. Thus, when you com- 
bine the timing aspect of shifts in the foreign demand for capital goods with the 
economic advantages of an early start with prospective customers who may be 
buying equipment over a very long period of years, it is clear that capital goods 
exports are entering a period of great long-run significance with respect to the 
market potential of Latin America and other industrially underdeveloped areas. 
Unless American capital goods are sold in these foreign fields now, there will be 
adverse long-range effects on these markets for many years to come. 

4. We submit also that there is one factor in the area of capital goods exports, 
indeed in the area of exports in general, which is overlooked in the making of 
many governmental and industrial decisions. One of the most important lines of 
communication, one of the most important sources of significant commercial and 
security intelligence under the conditions of international tension which exist, is 
business activity abroad. There is, therefore, a substantial national security 
implication in maximizing our foreign-trade activity, and capital goods mannu- 
facturers are in an excellent position and possess the technical competence to 
assist in the compilation of extensive economic and commercial intelligence data. 


SPECIAL SIGNIFICANCE TO MEDIUM- AND SMALL-SIZE BUSINESS 


We should like to call the attention of the committee to the fact that the ex- 
ceedingly important factor of credit and repayment terms as an element of ex- 
port transactions, and most of the other factors affecting export trade referred to 
above, have a particularly severe impact on medium- and small-size manufac- 
turers. And such medium- and small-size firms predominate in the structure of 
the capital goods industries. It is the smaller company, with extremely limited 
ability to finance deferred sales out of his own financial resources, that most 
urgently requires assistance from some outside source in order to compete with 
foreign credit facilities underwritten by foreign governments. 


LACK OF PARTICIPATION IN EXPORT CREDIT FINANCING BY UNITED STATES PRIVATE 
FINANCIAL INSTITUTIONS 


We have referred previously to the fact that medium- and long-term credit 
assistance is generally not available from private financial institutions in the 
United States as far as export trade is concerned. In all fairness to such finan- 
cial institutions, it must be recognized that only in recent years has the United 
States acquired the status of a “leading international trader” and thus far, either 
because of lack of experience or because of a reluctance to enter the foreign field, 
domestic private financial institutions have concentrated on domestic business. 

Whatever may be the explanation for this gap in the availability of credit 
assistance, the gap eXists and it exists in serious proportions. As long as the 
problem which we have outlined prevails, and as long as private financial insti- 
tutions do not furnish the necessary assistance, it is absolutely necessary for the 
appropriate Government agency to extend credit assistance to American manu- 
facturers to facilitate their export transactions. Americdin companies are just 
not in a position to compete with foreign governments which are actively under- 
writing extension of credit terms by individual foreign companies. 
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ADDITIONAL RECOMMENDATIONS WITH RESPECT TO LEGISLATION 


We now turn our attention to the question as to whether it is desirable to 
have a further expression of legislative intent as to the role and activities of 
the Export-Import Bank, which might go beyond the specific terms of the bills 
now before the committee. 

We have recently recommended to the Export-Import Bank that the bank, 
under its present authority, take the following steps: 

1. The Export-Import Bank should promulgate a well-defined positive program 
for the extension of exporter credit assistance and economic development loans. 
There does not appear to be a Government policy which affirmatively states that 
it is the intent of the Government to specifically provide within reasonable limita- 
tions medium- and long-term credit facilities to enable American capital equip- 
ment producers to meet credit Competition in international markets. The cur- 
rent approach is too nebulous and negative. 

2. The Export-Import Bank should initiate a program providing for the exten- 
sion of exporter credits to individual companies (with country quotas if neces- 
sary) which will enable an American company to quote credit terms far enough 
iu advance of the consummation of the transactions in order for such terms to 
be effective parts of the negotiations. In other words, the feasibility of estab- 
lishing a company line of credit should be given the highest priority. If the 
American manufacturer is to be competitive with respect to terms offered by 
foreign producers and underwritten by their governments, he must bring to the 
sales negotiation, at an early stage, an offer of credit terms on which he can 
stand without contingency. 

3. The Export-Import Bank should develop a program to encourage wider par- 
ticipation in exporter credit transactions, not alone by the manufacturer and the 
bank, but also by private financial institutions. This can best be accomplished 
by emphasis on the use of guaranties as distinguished from direct loans. Over 
time, and in accordance with the present policy of the administration, the prin- 
cipal financial burden in this area should be assumed by the various private 
financial institutions of the United States. 

4. The Export-Import Bank should review carefully the economic criteria it 
presently employs in acting on individual applications. 

To date, for example, the bank has placed strong emphasis on “exchange 
earning” and/or “exchange saving” criteria in judging the economic soundness 
of exporter credit proposals and economic development projects. Moreover, 
these criteria have been applied on an immediate and static basis in most cases. 
Rigid application of these criteria precludes American manufacturers from 
participation in many types of foreign economic and industrial development 
which are ordinarily financed by debt. Analysis of conditions existing in inter- 
national markets shows that a denial of United States credit assistance to a 
foreign purchaser in most instances results only in the same purchaser obtain- 
ing comparable credit assistance from a German, English, Dutch, Belgian, or 
Swiss capital goods manufacturer with foreign government underwriting. It is 
also true, with only few exceptions, that the other countries of the world which 
produce readily marketable capital equipment are countries which have the 
“hardest currencies.” What often results, therefore, from the denial of United 
States credit assistance is the creation by the importing country of nondollar 
external debt just as great and just as difficult to service as the dollar debt which 
would have resulted from the extension of United States credit assistance. Fur 
ther, in countries such as Brazil, Chile, and Argentina, the Export-Import Dank’s 
examiners are most reluctant to grant credit assistance where such assistance 
s most urgently needed to maintain only moderate levels of trade activity. 

As indicated above, we have asked that the Export-Import Bank take this 
action on its own initiative under its present statutory authority The bank 
is studying our recommendations, and we have been most fortunate in the coop- 
eration and interest demonstrated by the bank’s top officials with respect to the 
views of the capital goods industries on the bank’s activities, and possible ways 
in which their role might be expanded within the limits of their statutory 
authority. 

We should like to make this suggestion, however, in connection with the pend- 
ing legislation. We feel that it is desirable that the House Banking and Cur- 
rency Committee consider the advisability of expressing its intent, preferably 
by comprehensive statement in its report on the bills now being considered, 
that the Export-Import Bank, with its present authority expanded by the Con- 
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gress, should take full advantage of that authority and should initiate promptly 
the kind of positive, affirmative program of exporter assistance and economic 
development loans which is required both in the interest of government and 
industry. In addition to generally encouraging the bank to expand its exporter 
credit and economic development loan program, it might be useful for the com- 
mittee to state the basic principle that it should be the objective of the bank, 
in the light of present conditions, to assist in putting the American manufacturer 
in the same position with regard to extension of credit terms that his foreign 
competitor finds himself due to foreign government underwriting of credit terms. 

With this reassurance from Congress, coupled with the expanded authority 
implicit in the bills before the committee, we are confident that the Export- 
Import Bank will carry out the program with imagination and great effectiveness. 


CONCLUSIONS 


In brief, therefore, we endorse the provisions of the pending legislation as 
far as they go. We urge that the committee, in its report of action on the bill, 
state its intent that the Export-Import Bank should initiate promptly a positive 
program of expanded exporter credit and development loan assistance. 

In this connection, the need for constant review of the problems of inter- 
national trade shouid be fully recognized. We are therefore pleased to note that 
the legislation contains provision for an Advisory Committee. This is entirely 
appropriate, particularly in the light of the fact that the pending bills appear 
to represent a joint expression of viewpoint by legislative and administrative 
officials in the Government, as well as most of industry. It would be desirable, 
in our view, that the Advisory Committee make periodic reports, and that these 
reports be available to Congress and the general public. This will enable the 
Chairman of the Export-Import Bank and cognizant congressional committees 
to have a constant picture of the problems in the export field, with particular 
reference to exporter credit and economic development loan assistance. 


WASHINGTON, D.C., July 14, 1954 
Re legislation to amend Export-Import Bank Act of 1945. 
IIlon. Jesse WoLcorr, 
Chairman, Committee on Banking and Currency, 
House of Representatives, 
Washington 25, D.C. 

Dear MR. CUAIRMAN: I appreciate the opportunity to present a statement 
concerning the related bills, S. 3589, H. R. 9528, H. R. 9524, and H. R. 9555, 
now pending before the Committee on Banking and Currency. My name is Alan 
Nedry, and I am engaged in the general practice of law at 1001 Connecticut 
Avenue NW., Washington, D. C. I am licensed to practice in the District of 
Columbia, in the States of Tllinois, and Wisconsin, and before the Supreme 
Court of the United States. My interest in this subject is based upon a personal 
concern over the increasing need for the type of financial services that the 
Export-Import Bank of Washington can furnish to American business and to 
our friends and customers throughout the world. In addition, I concern myself 
professionally with a number of the foreign trade and financing problems that 
arise in day-to-day operations of my clients and which problems are hindering 
the maintenance of their present volume of import-export trade. 

I should like to take this opportunity to commend the chairman and his dis- 
tinguished associates on the Banking and Currency Committee for the time and 
effort that they are devoting to an analysis of the financial obstacles to foreign 
trade and their review of the operations of the Export-Import Bank. Members 
of the Congress have become increasingly aware of the vital role that an ex- 
tensive and diversified foreign trade plays in the maintenance of dynamic 
economies both in the United States and in countries having interests compatible 
with our own. 

The bills now under consideration by the committee would remedy a situa- 
tion that needs revision and would also serve to indicate to our friends in the 
Western Hemisphere and other parts of the world that the Congress of the 
United States is vitally interested in the maintenance and expansion of world 
trade. 
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ANALYSIS OF BILLS 


As one means of achieving a continuing dynamic foreign trade policy the 
legislation now before the committee would be of substantial assistance to the 
end that it would provide a basis for expanded foreign financing operations and 
a larger degree of autonomy for the Export-Import Bank. 

Bank as independent agency.—The proposal to make the Export-Impert Bank 
of Washington an independent agency, not subjeet to the transfer of any of its 
functions, powers or duties, is excellent. The independent and autonomous status 
of the bank should permit the formulation of long-range policy and make it less 
subject to domination as an incidental aspect of domestie fisenl and monetary 
problems. The bank, with the increased lending authority and policy formulat 
ing initiative here proposed, should be able to offer much needed assistance in 
providing necessary foreign trade credit facilities. 

This independent status provision appears necessary for other reasons. It 
would seem that within recent months the National Advisory Council on Inter- 
national Monetary and Financial Problems (NAC) has unduly affected the scope 
of lending authority of the Export-Import Bank, and the NAC, in so doing, 
appears to have broadened considerably the purposes for which it was created. 

The Bretton Woods Agreements Act (22 U. 8S. C. A. see. 286b) provides 
that the National Advisory Council is established “to coordinate the policies 
and operations” of the International Monetary Fund, the World Bank and of 
the governmental agencies which make or participate in making foreign loans 
and other financial or monetary transactions. This statutory authority would 
appear to be a rather tenuous basis for proscribing the functions of the Export 
Import Bank and the delineation of authority between various lending sources 
on the basis that was apparently contained in the NAC directive of January 1954. 

This directive which has never been made public, but the provisions of which 
are a matter of common knowledge to the financial community, has cireum- 
scribed the policy initiative and operational flexibility of the Export-Import 
Bank. As a further observation, it might be noted that while the National 
Advisory Council serves a very necessary and worthwhile function, there appear 
to be no national security reasons why the deliberations, the actions and policy 
pronouncements of this Council should be surrounded with the present air of 
secrecy and mystery. Public policy decisions of the magnitude and consequence 
of the decisions relating to the Export-Import Bank should not be “classified” 
as they have been in the past. This aura of mystery seems to be demonstrated 
by the nonrevealing tenor of the reports filed with the Congress by the National 
Advisory Council pursuant to section 4 (b) (5) of the Bretton Woods Agreement 
Act. 

Reestablishing officers and directors of bank.—The elimination of the offices of 
Managing Director, Deputy Director and Assistant Director of the bank and re- 
establishment of a President, Vice President and the Board of Directors should 
result in more effective operating procedures and timely policy decisions. In ad- 
dition, this organizational setup should result in a more efficient distribution of 
burden, and lend itself to a degree of specialization on the part of the directors 
and officers of the bank. It is my understanding that previous to Reorganization 
Plan No. 5 of 1958 the directors informally undertook to specialize in the pro- 
grams and policies on a regional basis. 

Establishment of an advisory committee.—tThe establishment of a committee 
to advise the bank on basic policy, and to make articulate the needs of the 
segments of the economy of which they are broadly representative should do 
much to assure that the policies of the bank are in fact responsive to their 
changing needs and problems. However, there are certain provisions in con- 
nection with the formation of this Advisory Committee upon which I should like 
to comment. Based on the observation of various advisory committees that have 
been appointed within the Government from time to time, it would appear that 
the effectiveness of such committees is substantially minimized unless the 
range and scope of authority of such committees is specifically defined. 

Without such specific definition of authority and duty, an advisory committee 
tends to degenerate into a mere “meet and eat” group—its reports tend to seek 
a lowest common denominator and do not contribute materially to the solution 
of problems upon which they are supposed to advise. In this instance, it is sug 
gested that the Advisory Committee to the Export-Import Bank have its an 
thority more specifically defined than appears in the legishitive proposal before 
the committee. The language “to advise with the bank on its program” leaves 
something to be desired in this connection. 
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The committee may wish to consider the following proposals : 

1. Rather than have the proposed Advisory Committee appointed by the Board 
of Directors on the recommendation of the President of the bank, it is suggested 
that the Committee be appointed for definite terms by the President of the United 
States. 

2. It might also be of some value in maintaining a closer liaison with the Con 
gress if two members of the Committee were to be appointed from the Congress 

The activities of the Export-Import Bank fall within the purview of the Com 
mittees on Banking and Currency of the Senate and House of Representatives, 
and a close and effective liaison might therefore best be effected by desiguating 
the chairmen of these committees as the congressional representatives on the 
Advisory Committee. 

Representation on the National Advisory Council.—tThe reestablishment of the 
Expert-fmport Bank as an equal participating member of the National Advisory 
Council should do much toward eliminating the jurisdictional questions and in 
ternecine strife that has been evident within recent months. This provision of 
the bill and that which provides for the independent agency status of the bank 
should enable the bank to undertake a responsible program responsive to the 
need of the international segments of our economy without the dangers of pro 
scription of function and power demosntration in Reorganization Plan No. 5 of 
1953 and administrative determinations of the NAC. 

Lending authority increase.—Since the establishment of an Export-Import 
Bank under the broad provisions of the National Industrial Recovery Act up to 
the present, the bank has periodically been expanded both as to scope of opera 
tions and extent of lending authority. The present day volume of foreign trade 
and the urgent demand for those types of financing which are available only by 
utilizing the credit facilities of the Export-Import Bank serve to substantiate the 
propriety of increasing the lending authority of the bank an additional S500 
million. This additional authority plus the uncommitted lending authority, 
$1.318,421,000 as of July 2, 1954, combined with repayments the bank receives on 
loans previously granted, should adequately serve present foreign market 
financing requirements. However, as to whether this will be adequate for fu 
ture demands is a matter which would appear to be something for periodical re 
view and study by the appropriate committees of Congress. In other words, the 
adequacy of the $500 million increase in lending authority should not be consid 
ered final, but more in the nature of a “test tube” process depending upon de 
velopments in the ensuing months. 


ORSERVATIONS ON EXPORT-IMPORT BANK OPERATIONS AND POLICTES 


The taxpayers of the United States have been most fortunate in that the offi 
cials and employees of the Export-Import Bank are an exceedingly conscientious 
and devoted group of public servants. The testimony of Glen Edgerton, Manag 
ing Director, and Hawthorne Arey, Assistant Director, before the Senate com 
mittee during January and February of this year evidences the efficient opera 
tions of the bank over the past 20 years. The bank has produced a net profit 
of about $407 million over and above interest payments to the Treasury Depart 
ment, and over $83 million of these profits have been paid to the United States 
Treasury in dividends. The loss ratio has been slightly in excess of one one-hun 
dredth of 1 percent of the some $4.5 billion disbursed in loans. This, indeed, is 
a record of performance and profit which would make any banker chortle with 
glee. It is an anomalous situation that the private banking community bliss- 
fully ignores such profitable ventures, 

No element of criticism is intended toward the present officials of the Export 
Import Bank when the inquiry is raised as to whether the bank has recently 
kept pace with the tremendous expansion in foreign trade. Whether this ts 
attributable to limited lending authority or to pressures on the national debt is 
not particularly relevant. The fact remains that private financial facilities are 
either unable or unwilling to provide the present and prospective volume of 
credit necessary to satisfy demands. However, the guaranty program could 
possibly be made attractive enough to evoke more private bank activity. 

Without question bank officials have done an excellent job of performing their 
function as overseers of public funds and as prudent bankers. However, the 
statisticts cited above would tend to indicate an undue emphasis on loan “se 
lectivity” rather than on the broad extension of credit services to meet a pres 
ent demand. No one would suggest the making of commitments that are 
patently dubious risks, but it is suggested that a less rigid policy of selectivits 
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be adopted and that the assumption 
that of private European financial 
type of activity. 

For example, the following quotation is of interest : 

“In 1955 the Swiss Confederation approved 1,713 applications for guaranty 
against export risks, covering exports to practically every country in the world 
The total amount actually guaranteed was Sw fr 288 million. and the fees co 
lected by the Confederation amounted to Sw fr 786,000, The Confederation paid 
out Sw fr 1.8 million to cover losses suffered by exporters and received repay 
ments of Sw fr 1.5 million on account of claims paid out in previous years. The 
net deficit since the guarantee scheme was introduced is Sw fr 4.5 million, ot 
V.82 percent of the transactions settled in normal fashion. Against this loss 
there is a reserve fund amounting to Sw fr 5.0 million. Source: Swiss Bank 
Corporation Bulletin, Basle, Switzerland, April, 1954." Jnternational Financial 
News Survey, International Monetary Fund, June 11, 1954 

It would also appear that the policies of the bank with respect to the applica 
tion of criteria necessary to obtain loans have been unduly rigid. This is par 
ticularly true in the case of medium-term and long-term credits. The overly 
rigid application of the direct exchange earnings or savings criteria is a case in 
point. Under current procedures an exporter seeking to obtain a credit to finance 
sales, say, in Latin America, often finds that his inability to document direct 
exchange earnings and/or savings results only in his prospective sale bein: 
shatched away by a foreign supplier. 


and assessment of risk more closely parallel 
institutions who have long engaged in this 


it would be an economic catastrophe if 
the tremendous market potential of these prospective customers were to turn 
to other sources of supply due to our inability to compete on the basis of credit 
terms attaching to a sales transaction. A tremendous potential market, par 
ticularly in Latin America, could be lost forever. 

One of the problems of which this committee is well aware but one which 
needs affirmative remedies, relates to the ever-increasing competition in the 
extension of credits that are offered by foreign suppliers, usually subsidized by 
their respective foreign governments. American business is well able to meet 
competition on the basis of quality of product and price, but have found them 
selves unable to compete creditwise. No longer are we able to do business on 
the basis of cash on the barrelhead at New York. Domestic financial institu 
tions are reluctant to participate in medium- and long-term foreign credits, even 
under the Export-Import Bank guaranty program. 

The immediate solution to this problem seems to lie within the purview of 
the broad authority vested in the Export-Import Bank under the terms of the 
statute creating the agency. It would be most helpful if the Congress were to 
reaffirm its legislative intent and affirmatively indicate that the Export-Import 
Bank should provide the facilities which would enable American industry to 
meet this aspect of competition. Consideration should also be given to the for 
mulation of a program which would permit of the quotation of credit terms to 
prospective buyers on the basis of an advance approvai in principle by the bank 
of the proposed transaction. 

Credit assistance to small exrporters—The subject of furnishing credit 
assistance to the small exporter is somewhat beyond the scope of the committee's 
present immediate inquiry. However, in view of the broad interest that the 
Committee on Banking and Currency has on this subject, a brief observation 
might be in order. 

One area in which the Export-Import Bank could be of substantial assistance 
is that having to do with making the necessary credit facilities available for the 
expediting and financing of relatively small short-term transuetions. Whether 
this could best be done in the form of Government exporter Credit assurance such 
as that proposed in the bill, S. 849, introduced by Senator Murray, or some other 
similar procedure is something which this distinguished committee is best able 
to determine, 

In addition, there appears to be an ever-increasing need for a form of finance 
and credit assistance which would cover specific risks and offer discount facilities 
on items such as sight drafts and cable drafts. The small exporter, with limited 
financial resources, must have credit facilities unencumbered by restrictive docu 
mentation requirements in order to maximize the use of his invested capital. 
If the smail exporter could obtain fast discounting or specific risk coverage ser- 
vice at reasonable cost, it would stimulate activity in the small-lot sector of 
foreign-trade activity. Domestic banks and credit facilities ordinarily will not 
undertake this form of risk, or if they do so the costs are often prohibitive, and a 
form of Government “supermarket” credit and discounting facility would be most 
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beneficial to the small exporter and importer. Consideration might be given to 
the utilization of regional officers located at principal ports of exit so that the 
facilities of the bank are brought closer to the small exporter in need of the 
bank’s credit assistance services. 

I thank the committee for the privilege of submitting this statement and re- 
quest that it be made a part of the record. 

Respectfully submitted. 

ALAN M. NEpRY. 


WASHINGTON, D. C., July 13, 1954. 
Hon. Jesse P. WoLcort, 
House Banking and Currency Committee: 

We are in accord with the objectives of legislation which will strengthen and 
expand the functions of the Export-Import Bank. We would urge, however, an 
amendment to your bill requiring that the Secretary of Agriculture be added to 
the membership of the National Advisory Council on International Monetary and 
Financial Problems. 

The mounting problems of finance and credit involved in restoring and pro- 
moting our foreign agricultural trade and the increasing difficulties of moving 
our growing surpluses in export markets make a compelling case for greater 
participation by the Secretary of Agriculture in the establishment of basic fiscal 
policies in the foreign economic field. 

We urge further that every effort be made to develop a strong legislative his- 
tory which will, to a far greater extent than in the past, direct that Export-Im- 
port Bank policies and activity in the field of agricultural trade be on a par in 
every respect with those related to industry. 

NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Homer L. Brinkiey, Evecutive Vice President. 


(Whereupon, the committee went into executive session. ) 
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